BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

In the Matter of
THE APPLICATION OF SOUTH ANDERSON WATER )
DISTRICT, ANDERSON COUNTY, KENTUCKY, (1) FOR )
A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY ) CASE
AUTHORIZING CONSTRUCTION OF MAJOR ADDITIONS ) NO.
AND IMPROVEMENTS TO ITS WATER SYSTEM; )y2005-~00344
(2) SEEKING APPROVAL OF REVISED WATER )
SERVICE RATES AND CHARGES; AND (3) SEEKING )

APPROVAL OF THE ISSUANCE OF CERTAIN SECURITIES.

The Applicant, South Anderson Water District, Anderson County, Kentucky (the
“District”), acting by and through its Commission, respectfully tenders this Application and
requests that the Public Service Commission of Kentucky enter its Order pursuant to KRS
278.023 and 807 KAR 5:069 granting a Certificate of Public Convenience and Necessity
authorizing the District to construct major additions and improvements to its water system (the
“System”) for the purpose of furnishing an adequate supply of pure and potable water for
domestic, agricultural and commercial use in the District, approving the adjustment of water rates
and charges to be levied and collected by the District and approving the issuance of certain
securities by the District. In support of this Application and in conformity with the rules of the
Public Service Commission, the District states as follows:

1. The District was established by Order of the County Court of Anderson
County, Kentucky, entered under date of May 5, 1967, pursuant to the provisions of KRS 74.010.
The District is now, and has been since its inception, regulated by the Public Service
Commission of Kentucky, and all records and proceedings of the Public Service Commission

with reference to the District are incorporated in this Application by reference.



2. The governing body of the District is its Commission, and in conformity with
KRS 74.020(1)(a) the County Judge/Executive of Anderson County has entered appropriate
Orders from time to time appointing and reappointing the present Commissioners who were and
are residents of the District, such present Commissioners, and their respective offices, being as
follows: Bob Kincer, Chairman, George Kinne, Secretary, and Janet Bryant, Treasurer. Each of
the three Commissioners has qualified for office. The mailing address of the District is 246 East
Court Street, P. O. Box 16, Lawrenceburg, Kentucky 40342, Attention: Bob Kincer, Chairman.

3. The District has previously issued and has outstanding the following revenue
bonds payable from the income and revenues of its water system:

(a) Water System Revenue Bonds, Series of 1975;

(b) Water System Revenue Bonds, Series of 1981;

(¢) Water System Revenue Bonds, Series 1993;

(d) Water System Refunding Revenue Bonds, Series 1999A; and
(e) Water System Revenue Bonds, Series 2001.

The above-identified revenue bonds of the District were issued pursuant to approving orders of
the Public Service Commission.

4. The District's consulting engineers, Kenvirons, Inc., Frankfort, Kentucky (the
“Engineers”), have prepared a Preliminary Engineering Report and a Final Engineering Report as
well as detailed plans and specifications for the construction and installation of proposed major
additional water facilities and improvements (the “Project”) to serve the District. The

Preliminary Engineering Report dated February 2004 and the Final Engineering Report dated

August 18, 2005, are appended hereto as Exhibit A and Exhibit B, respectively. These Exhibits
contain, among other things, descriptions of the Project, cost figures and other pertinent data.

It is the opinion of the Commissioners of the District that the public health, safety
and general welfare of the citizens and inhabitants of the District will be promoted and served by

the construction of the Project and the financing thereof as herein described.



5. The District has caused public advertising to be made according to law soliciting
competitive bids for the construction and installation of the Project; has received, opened and
considered the construction bids; and has filed with the United States Department of Agriculture,
Rural Development (“USDA”), the data prepared by the Engineers showing the bids received and
the recommendations of the Engineers with respect thereto. USDA has approved the District's
proposed award of the best bids as evidenced by the USDA letter of concurrence in the bid
awards appended hereto as Exhibit C.

The District hereby states, through its undersigned Chairman and upon the advice
of the Engineers, that the proposed plans and specifications for the Project have been designed to
meet the minimum construction and operating requirements set out in 807 KAR 5:066, Section
4(3) and (4), Section 5 (1), Sections 6 and 7, Section 8(1) through (3), Section 9 (1) and Section
10; that all other state approvals or permits for the Project have been obtained; that the proposed
water rates of the District will produce total revenue requirements as set out in Exhibit B; and
that construction of the Project is expected to begin on or about October 1, 2005, and to end on
or about July 1, 2006.

6. The proposed adjusted water rates and charges of the District are set out in a
Notice of Adjustment of Water Rates which is appended hereto as Exhibit D and has been
published in the legal newspaper in Anderson County. The newspaper clipping evidencing such
publication is appended hereto as a part of Exhibit D.

7. The estimated costs of and sources of funds for the Project are set out in Exhibit
B and in Exhibit F identified below.

8. As shown in Exhibit B and in Exhibit F, the District proposes to finance, in part,

the construction and installation of the Project by the issuance of its bonds, to be styled “Water



System Revenue Bonds, Series 2005,” in the principal amount of $350,000 (the “Bonds”). A
recent preliminary draft of a proposed bond-authorizing Resolution of the District authorizing
$350,000 of bonds is appended hereto as Exhibit E.

The District has entered into a loan agreement with USDA pursuant to which
USDA will make a loan to the District of $350,000, to be represented by the Bonds. The Bonds
are expected to bear interest at the single rate of 4.375% per annum. Appended hereto as Exhibit
F are copies of letters from USDA to the District setting forth terms, conditions and
understandings relating to the loan, together with related USDA correspondence regarding the
principal maturities of and interest rate on the Bonds.

With reference to the proposed issuance of the Bonds to USDA, the proceedings
relating thereto will provide for the public advertisement of competitive bids for the Bonds
according to Kentucky law; and in the event a bid or bids are received for the Bonds at an interest
cost basis to the District more advantageous to the District than the loan commitment of USDA,
the Bonds will be sold to such other bidder. However, it is not expected any more favorable bids
will be received. The Bonds will not be delivered to USDA until such time as at least 80% of the
available funds has been spent on the Project. This procedure is in accord with USDA rules
requiring interim financing of USDA projects to the amount of the USDA loan. Accordingly,
construction of the Project will be instituted and funded initially from the proceeds of an interim
financing loan to be obtained from the Kentucky Rural Water Finance Corporation (“KRWFC”)
at a rate not expected to exceed 3.85% per annum. The interim loan will be secured by (i) the
undisbursed proceeds of the interim financing loan and (ii) the proceeds of the Bonds when

delivered to USDA according to USDA practices and procedures.



Interim financing is also available to the District from USDA in the event other
interim financing sources are not available or are unreasonable.

9. The Commission of the District respectfully represents to the Public Service
Commission that there is a genuine need and demand for the Project and that the Commission
should enter herein its Order, in compliance with KRS 278.023 and KAR 5:069, (a) issuing its
Certificate of Public Convenience and Necessity pursuant to KRS 278.020 authorizing
construction and installation of the Project, (b) approving the proposed schedule of water service
rates and charges and (c) authorizing pursuant to KRS 278.300 the issuance of $350,000
aggregate principal amount of Bonds by the District as described herein.

WHEREFORE, the Applicant, South Anderson Water District, respectfully
requests that such Order be issued.

Respectfully submitted,

SOUTH ANDERSON WATER DISTRICT

[ .
By /,\%Q//A KU\_/‘\C oA

Bob Kincer
W Chairman of the Commission
afﬁnond M. Edelman William W. Davis
50 South Main Street Ogden Newell & Welch PLLC
Lawrenceburg, Kentucky 40342 1700 PNC Plaza
Telephone: (502) 839-5111 Louisville, Kentucky 40202
Counsel for the District Telephone: (502) 560-4257

Bond Counsel for the District



COMMONWEALTH OF KENTUCKY )

)
COUNTY OF ANDERSON )

I, Bob Kincer, being first duly sworn according to law, state that I am Chairman of the
Commission of South Anderson Water District, Anderson County, Kentucky, that I have read the

foregoing Application, and that the statements of fact set forth therein are true and accurate to the
best of my knowledge and belief. \/}’L/

WITNESS my signature this & . ) day of August, 2005.

Bob Kincer

Fa
Subscribed and sworn to before me this X l'/g day of August, 2005. My commission
expires___ [/ Y/0{0 D
o

T i THandes/

Notary Public
Commonwealth of Kentucky
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PRELIMINARY ENGINEERING REPORT

PHASE VI EXPANSION PROJECT
SOUTH ANDERSON WATER DISTRICT

I. INTRODUCTION

The South Anderson Water District (SAWD) was originally formed to provide a safe,
dependable supply of potable water to the citizens of southern Anderson County. Since
its inception in 1967, the SAWD has grown until it serves approximately 2105 customers
over a large portion of the County including some in the northern portion of the County.
SAWD intends to eventually make treated water available to every citizen within its
boundary. This project will go a long way toward accomplishing this as it extends service
to 10 separate areas of the county. SAWD anticipates serving approximately 240 new
users on the extensions. The proposed facilities are modest in design, size and cost and
will be constructed and operated in an environmentally responsible manner.

IL. PROJECT PLANNING AREA

Included as Exhibit 1 is a map of Anderson County with SAWD’s boundary, existing
facilities and proposed facilities indicated. The planning area for the proposed project
includes all of the area within SAWD’s boundary as the entire distribution system must
be designed to ultimately provide treated water to the entire area. Toward this goal the
facilities previously constructed and planned by SAWD have been designed to provide
the necessary volume and pressures for the completed system. The proposed facilities are
shown on Exhibits IT -IV which are portions of the USGS 7.5 minute topographic maps of
the areas. The specific areas to be served by the project include all or parts of the
following roads:

The project will address a serious problem faced by the residents of these areas, that being
the lack of a safe, dependable water supply. The personal health and safety of the
residents are threatened by contaminated water sources. A majority of the families are
also forced to haul water, creating a financial burden. The District has sampled a cross-
section of the water supplies in the area and the majority were contaminated by coliform
or other bacteria. Tests conducted by a private water testing lab indicated that 95% of all
cisterns and springs had coliform contamination and that 25% were contaminated with
the deadly E. Coli bacterium. Exposure to E. Coli can lead to a range of maladies, from
stomach cramps to total kidney failure. The homes in the project area are mostly
clustered together along the ridge lines, where outhouses (approximately 4) and straight
pipes (approximately 27) prevail. Twenty-one (21) households reported various intestinal
infections from their water supplies, ranging from colitis to diarrhea/stomach aches.
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There are no known or anticipated unusual construction conditions. Due to shallow soil
depths in much of the area, the unit cost per foot of water line will be slightly higher than
in some other areas of the state. The District is not aware of any environmentally
significant features, historic sites or important land resources which will be adversely
impacted by the project.

ITI. EXISTING FACILITIES

The District’s distribution facilities now consist of approximately 12 miles of 87, 60
miles of 67, 76 miles of 4” and 7 miles of 3 distribution line; 3-100,000 gallon, 1-
131,000 gallon and 1-184,000 gallon storage tanks; 2-100 gpm, 1-200 gpm, 1-220 gpm
and 1-420 gpm booster pump stations; and assorted accessories such as gate valves, and
blow-off hydrants/valves. All of the system is less than 30 years old and the majority is
less than 10 years old. All existing facilities are in good to excellent working condition.

The District currently purchases all water. It has a contract with the City of
Lawrenceburg for up to 10 million gallons per month through 2037 and one with the
Frankfort Plant Board for up to 3.1 million gallons per month through 2040.

Given in the attached Summary/Addendum are the District’s current rate schedules,
tabulation of users by monthly usage categories, status of existing long-term indebtedness
and amounts on deposit in the required reserve accounts. The District is physically and
economically sound.

IV. PROPOSED FACILITIES AND SERVICES

General Description. The proposed project consists of approximately 198,000 feet of
four inch water line and distribution system appurtenances such as gate valves, air release
valves, blow-off valves, meters, etc. A 50 gpm booster pump station and a 50,000 gallon
elevated storage tank are also included in the project. The distribution lines will be
primarily of PVC. Some small sections of ductile iron pipe may be used in special areas,
i.e., stream crossings, past gas tanks, etc. The facilities will be designed to provide the
customers with a minimum pressure of 30 psi at the meter at peak flow conditions.
Where static pressures exceed 90 psi, individual pressure regulators will be provided to
protect fixtures from high pressures.

The booster pumping station will be designed to maintain a minimum operating level in
the elevated tank about 6 feet lower than the overflow elevation of the tank. This will
require pumping to begin when the water level in the tank drops to the minimum
operating level; pumping will continue until the tank is refilled to just below the overflow
level. This procedure will provide adequate pressure stabilization of the system. The
hydraulic model of the system is currently being updated to include the proposed project
and significant results of the model will be appended to this report when completed.
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The locations of the major elements of the project are shown on the attached county road
map and portions of the U.S.G.S. topographic maps. An itemized cost estimate is given
in Attachment I. The extension of the District’s distribution facilities is the only viable
alternative for providing water service to these areas of the County.

Land. It will be necessary to acquire land on which to construct the booster pump station
and the storage tank. A tract approximately 30° x 30” will be needed for the booster
pump station and a tract approximately 100°x100° will be needed for the elevated storage
tank. The approximate locations of these facilities are shown on the attached maps,
however, the location may vary depending on the ability to acquire the land.

Rights. Easements will be required for the water distribution lines, many of which will
be given by the individual customers. By necessity, some easements for the distribution
lines will be on State and County road right-of-way.

No easements have been obtained at this time for the proposed work. A permit has been
obtained from the Ky. Division of Water for the construction of the project. It is
anticipated that in addition to the land requirements previously mentioned, permits and/or
approvals will be required from the following agencies:

Kentucky Public Service Commission
Kentucky Department of Transportation
Anderson County Fiscal Court

V. COST ESTIMATE

TABLE 1

PRELIMINARY PROJECT COST ESTIMATE
PHASE VI EXPANSION PROJECT
SOUTH ANDERSON WATER DISTRICT
LAWRENCEBURG, KENTUCKY

Construction Cost Estimate $1,712,325.00
Contingency 171,200.00
Engineering (Basic) 127,200.00
Construction Inspection 66,600.00
Other Engineering (Geotechnical, Archaeological, Surveying, 12,000.00
Preliminary Engineering Report)

Legal 17,000.00
Land and Rights 12,000.00
Interest 15,000.00
Administration/Planning 40,000.00

TOTAL $2,173,300.00
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V1. FEASIBILITY STUDY

It is anticipated that this project will be funded with tap fees, a loan and grants. This

section contains an economic feasibility analysis to determine the affect of additional
borrowing on the District’s financial integrity and the possible need for a rate adjustment.

The District supplied computer generated billing data for the year beginning September

2002 through August 2003 from which the billing analysis was prepared. The annual

operating budget was developed adjusting the 2002 Annual PSC Report and Audit for the

additional customers, inflation, employee pay raises, etc.

VII. EXPENSES

Operation and Maintenance Expense

TABLE 2

PROJECTED OPERATION AND MAINTENANCE EXPENSE

Salaries, Wages, Taxes and Benefits ... $180,000.00
REPAILS 11vvveiieieieieieiereist ettt 4,000.00
TEISUTAIICE ovveveeeeeereeeeereseeesereeestreesssaesssneessaesnneeesabesesnsnsesanessbaessabans e anesenres 10,000.00
Utilities (Operating and Office) .......ccoeveeivieeiininnnnc s 20,500.00
Materials and Supplies (Operating and Office) .....cooevviniineeniniiine. 40,000.00
Professional FEES .oovieoiiiieiieiieeiieeire et eseessresiee e eeereesmeesnnesne e s eiessennennes 20,000.00
Transportation EXPENSe ..., 10,000.00
MISCEIIANEOUS .eeeevveeeeereeeerrieeirreeeiereesirsesiteesreesestaesstneessbaessanesssrae s enabesenses 10,000.00
P.S.C. ASSESSIMENT covvviiireeiereeeieeeereresseesreee e s esreeceebeesaanessiasessranesnreses 1,200.00
Rental 0f BUIIAING ..ovvveeeeerieenierieiicirieciee e 6,000.00
WLl TESHIIZ .vevevereerereeieeeiiei sttt 1,500.00
WWALEr PUTCHASES .ovveiivie e ctee ettt ere st st sr e ere s 200,800.00

TOTAL oottt ettt b e sn s sbe b saa e rbenas $503,500.00
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Debt Repayments

TABLE 3

EXISTING DEBT SERVICE REQUIREMENTS

Balance Interest
Bond Issue As of Jan. 1, 2000 Rate
1975 $ 95,000 5%
1981 34,000 5%
1993 592,000 5.5%
1999 745,000 4.9%
2002 1.060.000 5%
$1,528,000
PRINCIPAL MATURITIES - JANUARY 1
Bond Issue 2006 2007 2008 2009 2010
1975 8,000 8,000 8,000 9,000 9,000
1981 1,500 1,500 1,500 1,500 1,500
1993 9,000 9,000 10,000 10,000 11,000
1999 25,000 25,000 25,000 25,000 30,000
2002 11,000 11,000 12.000 12.000 13,000
54,500 54,500 56,500 57,500 64,500
5 - Year Average = $57,500.00
Interest on Long Term Debt
Bond Issue 2006 2007 2008 2009 2010
1975 $4,750. $4,350. $3,950. $3,550. $3,100.
1981 1,700. 1,625. 1,550. 1,475. 1,400.
1993 32,560. 32,065. 31,570. 31,020. 30,470.
1999 36,505. 35,280. 34,055. 32,830. 31,605.
2002 53,000, 52.450. 51.900. 51,300. 50,700,

5 -

$128,515. $125,770. $123,025.

Year Average = $122,952.

5-Year Average Principal Plus Interest Payment
10% Debt Coverage
Total Existing Debt Service
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18.048.00
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Depreciation - Existing/Planned Facilities

Existing Utility Plant* - ($6,072,602.00 + 45)
Proposed Phase VI Project — ($1,839,525.00 + 45)

I

TOTAL =

Proposed Phase VI Project Debt Repayment

$350,000.00 Loan @ 5% - $350,000.00 (0.05928)
10% Debt Coverage =

Total Yearly Expenses

Operation and Maintenance ..o,
EXiStNG DEDL o.oiiecierrcreiiiirieee e
DEPIECIAION .vueuisieeiiiierieiirereies st
Proposed Project Debt Repayment ..........ccocooeviiinininiiiiinnns

TOTAL oottt

*From 2002 Audit

TOTAL REVENUES

Sale of Water ( see table on following sheet)
Service Fees
Interest on Accounts
Total Revenues
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$134,947.
__40.878.
$175,825.

$20,748.
2,075,
$22,823.

................. $503,500.00
................. 198,500.00
................. 175,825.00
................. 22.823.00
................. $900,648.00

$784,513.96
15,000.00
10.000.00
$809,513.96



South Anderson Water District
PhaseVI Water Line Extensions

Opinion of Probable Cost

February 19, 2004

Item No. |Item Unit | Quantity |Unit Price  |[Item Price
1 4" PVC SDR-21 Pipe LF | 177,000 $5.60 $991,200.00
2 4" PVC SDR-17 Pipe LF | 21,000 6.25 131,250.00
3 Bore & Case for 4" Pipe LF 890 85.00 75,650.00
4 Open Cut & Case for 4" Pipe LF 440 45.00 19,800.00
5 Creek Crossing for 4" Pipe LF 110 50.00 5,500.00
6 Tie-In to Exist. 6" W.L. EA 5 1,400.00 7,000.00
7 Tie-In to Exist. 4" W.L. EA 10 1,250.00 12,500.00
8 4" Gate Valve EA 36 550.00 19,800.00
9 Air Release Valve EA 15 525.00 7,875.00
10 |3" Blow-Off Assembly EA 23 750.00 17,250.00
11 5/8" X 3/4" Meter Service EA 240 500.00 120,000.00
12 Tandem Setters EA 40 100.00 4,000.00
13 |3/4" Service Tubing LF | 8,600 3.50 30,100.00
14  |Bypass Test Meter EA 6 600.00 3,600.00
15  |Booster Pump Station LS 1 55,000.00 55,000.00
16 Pressure Regulating Valve Station LS 1 15,000.00 15,000.00
17 50,000 Gallon Elevated Water Storage Tank | LS 1 156,800.00 156,800.00
18  |Pavement Replacement LF | 2,000 20.00 40,000.00
Total Construction Cost $1,712,325.00
Engineering @ 7.43% $127,200.00
Other Engineering $12,000.00
Inspection @ 3.89% $66,600.00
Legal $17,000.00
Administration $40,000.00
Interest $15,000.00
Land $12,000.00
Contingency @ 10% $171,200.00
Total Project Cost (Rounded) $2,173,300.00
Project Funding
KY Tobacco Development Fund Grant $750,000.00
Community Development Block Grant $971,600.00
Tap Fees/Local $101,700.00
Rural Development Loan $350,000.00

\2003 133\rdcostest022004

Total Funding

2/27/04

$2,173,300.00




IX.

CONCLUSIONS AND RECOMMENDATIONS

Conclusions

A.

O

A majority of the residents in the proposed project area do not have an acceptable
domestic water source. Also a health hazard exists due to the contamination of many
of the sources currently being used.

The extension of the South Anderson Water District water distribution system into the
area is the only viable means of providing them with an acceptable water source.

Significant grant funds will be required for construction in order to keep the rate
schedule at the same tolerable level.

The financial feasibility indicates that the South Anderson Water District can serve
the proposed project area on the existing rates without seriously jeopardizing the
financial integrity of the operations with the $350,00.00 loan. The existing rates are
sufficient to cover operating expenses, debt service, debt service coverage, bond
resolution depreciation reserve funding and provide some net unobligated monies.
The revenues are not sufficient to cover the full amount of depreciation allowed in the
rate base. The grant is necessary to allow the District to operate comfortably.

Recommendations

The project, as presented herein, is feasible with the assumed levels of grants/loan and the
existing rates. This will enable the District to accumulate a reasonable amount of monies,
which could be used to facilitate additional extensions and/or defray unforeseen expenses.
An application should be made to Rural Development for loan funds to construct the
water system improvements proposed herein.

Project Funding:
Community Development Block Grant ..., $ 971,600.00
Rural Development Loan ... 350,000.00
TAP FEES vevovreeeiirieiie et 101,700.00
Ky. Tobacco Development Fund Grant ..., _.750.000.00
TOAL oottt $2,173,300.00
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KENTUCKY GUIDE 7A
June 1991

SUMMARY ADDENDUM

fo

PRELIMINARY ENGINEERING REPORT

DATED FEBRUARY 2004
for

SOUTH ANDERSON WATER DISTRICT
(NAME OF WATER FACILITY PROJECT)

APPLICANT CONTACT PERSON ALTON WARFORD, MANAGER

APPLICANT PHONE NUMBER (502) 839-6919

In order to avoid unnecessary delays in application processing, the applicant and its
consulting engineer should prepare a summary of the preliminary engineering report in

accordance with this Guide. Feasibility reviews and grant determinations may be

processed more accurately and more rapidly if the Summary Addendum is submitted

simultaneously with the preliminary engineering report, or as soon thereafter as possible.

I. GENERAL

A. Area to be served: In addition to this summary, the applicant/engineer should
submit a project map of the service area showing the following:

1. Existing Facilities - Location and Size.

2. Proposed Facilities - Location and Size.

3. New User Location - Also attach a list of new users, by road.
4

. Breakdown of project cost for each branch line.
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I1. FACILITY CHARACTERISTICS OF EXISTING WATER SYSTEM

A. Water Source: Describe adequacy of source (quality and quantity). Include an
explanation of raw water source, raw water intake structure, treatment plant
capacity, and current level of production (WTP). Also describe the adequacy of
Water Purchase Contract if applicable.

South Anderson Water District (SAWD) purchases all water for resale. SAWD
currently has contracts with the City of Lawrenceburg for up to 11.5 million
gallons per month and one with the Frankfort Plant Board for up to

3.1 million gallons per month. Negotiations are ongoing with the City of
Lawrenceburg for an additional 4.5 million gallons per month. Both sources

adequate treatment capacity and have expressed a desire to sell more water
SAWD.

If the applicant purchases water:

Seller(s): City of Lawrenceburg; Frankfort Plant Board

Price/1,000 gallons: _L’burg $1.17 current , $2.08 proposed ; FPB $1.418
Present Estimated Market Value of Existing System: _$4.500,000.00

B. Water Storage:

Type: Ground Storage Tank 0 Elevated Tank 0
Standpipe 5  Other None

Number of Storage Structures 5

Total Storage Volume Capacity 615,000

Date Storage Tank(s) Constructed 1-1999, 1-1994, 2-1988, 1- 1976

C. Water Distribution System:

Pipe Material PVC, PE,D.L
Lineal Feet of Pipe:  3” Diameter 38,500 4” 400,000
6’ 307,000 8 63,000 10~ 12”

Date(s) Water Lines Constructed  \ra50r extensions 1976, 1983, 1988, 1994 & 2001

Number and Capacity of Pump Station(s) 2 @ 100 gpm, 1@ 200 gpm ,
1@ 220 gpm and 1@ 420 gpm
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D. Condition of Existing Water System:
Briefly describe the condition and suitability for continued used of facility now
owned by the applicant. Include any major renovation that will be needed within
five to ten years.

All of the District’s existing facilities are in good to excellent condition. No

major renovations are expected in the next 5-10 years on the existing facilities.

However, in order to serve growth in the US 127 area and provide

additional water capacity. The District is currently planning to construct a

standpipe in this area.

III. EXISTING LONG-TERM INDEBTEDNESS

A. List of Bonds and Notes:

DATE OF PRINCIPAL PRINCIPAL PAYMENT BOND/NOTE AMOUNT ON DEPOSIT IN
ISSUE BALANCE PAYMENT DATE HOLDER RESERVE ACCOUNT

1975 Issue 102.000 7.000 Jan. 1, 2005 USDA

1981 Issue 35,000 1,000 Jan. 1, 2005 USDA

1993 Issue 600.000 8.000 Jan.1,2005 USDA

1999 Issue 770,000 25.000 Jan. 1, 2005 Kirk/Pettis

2002 Tssue 1,070,000 10,000 Jan. 1,2005 USDA

19 Issue Total $183.817.00

IV. LAND AND RIGHTS - EXISTING SYSTEMS(S)

Number of Treatment Plant Sites None
Number of Storage Tank Sites 5

Number of Pump Stations 4

Total Acreage 3.0 Acres
Purchase Price $ 34,298.00
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V. NUMBER OF EXISTING USERS (As of December, 1997)
A. Water Users:
Residential Size Meters (In Town)* 0
Residential Size Meters/Farmers (Out of Town)* 2080
Larger Users (Larger than 5/8” Meter (In Town)) 0
Larger Users (Larger than 5/8” Meter (Out of Town)) 25
Total 2,105
Number of Total Potential Users Living in the Service Area approx. 2,288
*NOTE: Residential/Farmers Users: Classify by type of user regardless of
quantity of water used. This classification should include those meters
serving individual rural residence size meters and farmers.
VI. CURRENT CONNECTION FEES FOR EACH S1ZE METER CONNECTION
METER SIZE CONNECTION FEE MINIMUM WATER USAGE FOR EACH
S1zE METER
5/8” x 3/4” $850.00 2,000 gallons
1-Inch $ Cost 2,000 gallons
1-1%” Inch $ Cost 2,000 gallons
2-Inch $ Cost 2,000 gallons
3-Inch $ Cost 2,000 gallons
4-Inch $ Cost 2,000 gallons
5-Inch $ Cost 2,000 gallons
6-Inch $ Cost 2,000 gallons
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Bulk Loading Station @ $3.80 per 1,000 gallons

Meter Size

First

Next

Next

Next

Next

Next

All Over

Meter Size

First

Gallons @
Gallons @
Gallons @
Gallons @
Gallons @
Gallons @
Gallons @

Next

Next

Next

Next

Next

All Over
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Gallons @
Gallons @
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VII. WATER RATES - EXISTING RATE SCHEDULE

Date this rate went into effect: 05/03/01

Meter Size All

First 2,000 Gallons @ $12.50 minimum

Next 1,000 Gallons @ $6.10 per 1,000 gallons

Next 2,000 Gallons @ $5.15 per 1,000 gallons

Next 2,000 Gallons @ $4.25 per 1,000 gallons

Next 3,000 Gallons @ $3.30 per 1,000 gallons

Next Gallons @ $ per 1,000 gallons
All Over 10,000 Gallons @ $3.00 per 1,000 gallons

minimum

per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons

minimum

per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons



FORECAST OF WATER USAGE / INCOME - EXIST|

NG USERS ONLY

Residential Non-Residential
Meter Average No. of Usage Income No. of Usage Income
Size* Monthly Water Usage Average Rate Users (1000 gal) ($1,000) Users (1000 gal) _ ($1,000)
0 2,000 Gallons 1,000 12.50 5,575 5,675.00 69,687.50 - -
2,000 3,000 Gallons 2,500 15.55 3,712 9,280.00 57,721.60 - -
3,000 4,000 Gallons 3,500 21.22 3,951 13,828.50 83,840.22 - -
4,000 5,000 Gallons 4,500 26.37 3,002 13,509.00 79,162.74 - -
5,000 6,000 Gallons 5,500 31.02 2,216 12,188.00 68,740.32 - -
8,000 7,000 Gallons 6,500 35.27 1,564 10,166.00 55,162.28 - -
7,000 8,000 Galions 7,500 38.05 1,068 8,010.00 41,705.40 - -
8,000 9,000 Gallons 8,500 42.35 613 5,210.50 25,960.55 - -
9,000 10,000 Gailons 9,500 45.65 426 4,047.00 19,446.90 - -
5/8x3/4 10,000 11,000 Gallons 10,500 48.80 275 2,887.50 13,420.00 - -
Inch 11,000 12,000 Galions 11,500 51.80 222 2,5653.00 11,499.60 - -
12,000 13,000 Galions 12,500 54.80 142 1,775.00 7,781.60 - -
13,000 14,000 Gallons 13,500 57.80 109 1,471.50 6,300.20 - -
14,000 15,000 Gallons 14,500 60.80 90 1,305.00 5,472.00 - -
15,000 16,000 Gallons 15,500 63.80 70 1,085.00 4,466.00 - -
16,000 17,000 Gallons 16,500 66.80 51 841.50 3,406.80 - -
17,000 18,000 Galions 17,500 69.80 36 630.00 2,512.80 - -
18,000 19,000 Gallons 18,500 72.80 30 555.00 2,184.00 - -
19,000 20,000 Gallons 19,500 75.80 30 585.00 2,274.00 - -
20,000 30,000 Gallons 25,000 92.30 163 4,075.00 15,044.90 - -
30,000 50,000 Gallons 40,000 137.30 79 3,160.00 10,846.70 - -
>50,000 Gallons 70,000 275.30 104 7,280.00 28,631.20 - -
Subtotal 23,528 110,017.50 $ 615,267.31 - $ -
Average Monthly Bill _§ 26,15
Average Monthly Usage 4,676 gallons gallons

Note: Approximately 4,000,000 gallons of water were also sold through a rural bulk load out station at $3.80 per 1,000 gallons for a total income of
approximately $15,200.00.

sawd-kyguide7a\Existing 3/11/04

Total Water Purchased

Total Water Sold

142,083,900

114,017,500



IX. FACILITY CHARACTERISTICS OF PROPOSED WATER SYSTEM

A. Water Source: Describe adequacy of source (quality and quantity). Include an
explanation of raw water source, raw water intake structure, treatment plant
capacity, and current level of production (WTP). Also describe the adequacy of
Water Purchase Contract if applicable.

SAWD purchases all water from either the city of Lawrenceburg or the Frankfort

Plant Board. With the completion of the new City of Lawrenceburg WTP both

suppliers will be at less than 50% capacity on a normal day.

B. Water Storage:

Type: Ground Storage Tank -  Elevated Tank 1

Standpipe - Other None

Number of Storage Structures 1

Total Storage Volume Capacity 50,000

Date Storage Tank(s) Constructed -

C. Water Distribution System:

Pipe Material PVC &D.IL

Lineal Feet of Pipe:  3” Diameter 4” 198,000
673 879 107, 12”
Date(s) Water Lines Constructed 2004

Number and Capacity of Pump Station(s) 1 @ 50 gpm

X. LAND AND RIGHTS - PROPOSED WATER SYSTEM(S)

Number of Treatment Plant Sites 0

Number of Pump Sites 1

Number of Other Sites 1

Total Acreage 0.24 Acres
Purchase Price $ 12,000.00
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XI. NUMBER Or NEW USERS

A. Water Users:

Residential Size Meters (In Town)* 0
Residential Size Meters/Farmers (Out of Town)* 240
Larger Users (Larger than 5/8” Meter (In Town)) 0
Larger Users (Larger than 5/8” Meter (Out of Town)) 0
Total 240
Number of Total Potential Users Living in the Service Area approx. 265

*NOTE: Residential/Farmers Users: Classify by type of user regardless of
quantity of water used. This classification should include those meters
serving individual rural residence size meters and farmers.

XII. PROPOSED CONNECTION FEES FOR EACH SiZE METER CONNECTION

METER SIZE CONNECTION FEE MINIMUM WATER USAGE FOR EACH
S1ZE METER

5/87x 3/4” $850.00 2,000 gallons
1-Inch $ Cost 2,000 gallons
1-1%%” Inch $ Cost 2,000 gallons
2-Inch $ Cost 2,000 gallons
3-Inch $ Cost 2,000 gallons
4-Inch $ Cost 2,000 gallons
5-Inch $ Cost 2,000 gallons
6-Inch $ Cost 2,000 gallons

/97185/ADDENDPHVI/  3/11/04 7



XIII. WATER RATES - PROPOSED

A. Proposed Rate Schedule:

First 2,000 Gallons @  $12.50
Next 1,000  Gallons@  $6.10
Next 2,000 Gallons @  $5.15
Next 2,000 Gallons @  $4.25
Next 3,000 Gallons @  $3.30
Next - Gallons@ %

All Over 10,000 Gallons @  $3.00

minimum

per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons

IF MORE THAN ONE RATE, USE ADDITIONAL SHEETS.

Bulk Loading Station @ $3.80/1,000 gallons
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FORECAST OF WATER USAGE / INCOME - EXISTING GROWTH AND PROJECT USERS

Residential Non-Residential
Meter Average No. of Usage Income No. of Usage income
Size* Monthly Water Usage Average Rate Users (1000 gal) ($1,000) Users (1000 gal) _ ($1,000)
0 - 2,000 Gallons 1,000 12.50 7,258 7,258.00 90,725.00 - -
2,000 - 3,000 Galions 2,500 15.55 4,833 12,082.50 75,153.15 - -
3,000 - 4,000 Galions 3,500 21.22 5,144 18,004.00 109,155.68 - -
4,000 - 5,000 Gallons 4,500 26.37 3,908 17,586.00 103,053.96 - -
5000 - 6,000 Gallons 5,500 31.02 2,885 15,867.50 89,492.70 - -
6,000 - 7,000 Gallons 6,500 35.27 2,036 13,234.00 71,809.72 - -
7,000 - 8,000 Gallons 7,500 39.05 1,380 10,425.00 54,279.50 - -
8,000 - 9,000 Gallons 8,500 42.35 798 6,783.00 33,795.30 - -
9,000 - 10,000 Gallons 9,500 45,85 555 5,272.50 25,335.75 - -
5/8 x 3/4 10,000 - 11,000 Gallons 10,500 48.80 358 3,759.00 17,470.40 - -
inch 11,000 - 12,000 Gallons 11,500 51.80 289 3,323.50 14,970.20 - -
12,000 - 13,000 Gallons 12,500 54.80 185 2,312.50 10,138.00 - -
13,000 - 14,000 Galions 13,500 57.80 142 1,917.00 8,207.60 - -
14,000 - 15,000 Gallons 14,500 60.80 117 1,696.50 7,113.60 - -
15,000 - 16,000 Gallons 15,600 63.80 91 1,410.50 5,805.80 - -
16,000 - 17,000 Gallons 16,500 66.80 66 1,089.00 4,408.80 - -
17,000 - 18,000 Gallons 17,500 69.80 47 822.50 3,280.60 - -
18,000 - 19,000 Gallons 18,500 72.80 39 721.50 2,839.20 - -
19,000 - 20,000 Gallons 19,500 75.80 39 760.50 2,956.20 - -
20,000 - 30,000 Gallons 25,000 92.30 163 4,075.00 15,044.90 - -
30,000 - 50,000 Gallons 40,000 137.30 79 3,160.00 10,846.70 - -
>50,000 - Galions 70,000 275.30 104 7,280.00 28,631.20 - -
Subtotal 30,526 138,840.00 § 784,513.96 - $ -
Average Monthly Bill _§ 2570
Average Monthly Usage 4548 gallons gallons
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FORECAST OF WATER USAGE / INCOME - NEW (PROJECT) USERS ONLY

Residential Non-Residential

Meter Average No. of Usage Income No. of Usage income
Size* Monthly Water Usage Average Rate Users (1000 gal) ($1.000) Users (1000 gal) {$1,000}
0o - 2,000 Gallons 1,000 12.50 693 693.00 8,662.50 - -
2,000 - 3,000 Gallons 2,500 15.65 461 1,152.50 7,168.55 - -
3,000 - 4,000 Galions 3,500 21.22 491 1,718.50 10,419.02 - -
4,000 - 5,000 Gallons 4,500 26.37 373 1,678.50 9,836.01 - -
5,000 - 6,000 Gallons 5,500 31.02 275 1,512.50 8,530.50 - -
6,000 - 7,000 Gallons 6,500 35.27 194 1,261.00 6,842.38 - -

7,000 - 8,000 Gallons 7,500 39.05 133 997.50 5,193.65 -
8,000 - 9,000 Gallons 8,500 42.35 76 646.00 3,218.60 - -
9,000 - 10,000 Galions 9,500 45.65 53 503.50 2/419.45 - -
5/8 x 3/4 10,000 - 11,000 Galions 10,500 48.80 34 357.00 1,659.20 - -
Inch 11,000 - 12,000 Gallons 11,500 51.80 28 322.00 1,450.40 - -
12,000 - 13,000 Gallons 12,500 54.80 18 225.00 986.40 - -
13,000 - 14,000 Gallons 13,500 57.80 14 189.00 809.20 - -
14,000 - 15,000 Gallons 14,500 60.80 11 159.50 668.80 - -
15,000 - 16,000 Gallons 15,500 63.80 9 139.50 574.20 - -
16,000 - 17,000 Gallons 16,500 66.80 6 99.00 400.80 - -
17,000 - 18,000 Gallons 17,500 69.80 4 70.00 279.20 - -
18,000 - 19,000 Galions 18,500 72.80 4 74.00 291.20 - -
19,000 - 20,000 Gallons 19,500 75.80 3 58.50 227.40 - -
20,000 - 30,000 Gallons 25,000 92.30 - - - - -
30,000 - 50,000 Gallons 40,000 137.30 - - - - -
>50,000 -___ Gallons _ 70,000 275.30 - - - - .
Subtotal 2,880 11,856.50 $ 69,637.46 - 3 -

Average Monthly Bill _§ 2418
Average Monthly Usage 4,117 _gallons gallons
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XVIL.

A. Operating Income:

Water Sales
Disconnect/Reconnect/Late Charge Fees
Other (Describe)

Less Allowances and Deductions

Total Operating INCOME......ccvevriierirerierernei

B. Operation and Maintenance Expenses:

(Based on Uniform System of Accounts prescribed by National Association of

Regulatory Utility Commissioners)

Source of Supply Expense

Pumping Expense

Water Treatment Expense
Transmission and Distribution Expense
Customer Accounts Expense
Administrative and General Expense

Total Operating EXpenses........coccoeveinennnniininnn

Net Operating INCOME........coovviiviirirmneneneicnes

C. Non-Operating Income:

Interest on Deposits
Other (Identify)
Total Non-Operating Income..........ccooevrinenieciniennicnenens

D. NEtINCOIMIE . ..vtiiiierreertereeesrer ettt sne s e eae e
E. Debt Repayment:

FmHA Interest
FmHA Principal
Non-FmHA Interest
Non-FmHA Principal

Total Debt Repayment.........ccoccveviniviiniiiininncscinieneean

F. Balance Available for Coverage and Depreciation...................

/FORM/ADDENDPHVY  3/11/04 11

CURRENT OPERATING BUDGET - (As of the last full operating year-2002)

$623,393.00

17,148.00

( )

$640,541.00

$174,609.00

12,347.00

2,094.00

53,182.00

949.00

190,886.00

$434,067.00

$206,474.00

$17,926.00

0.00

$17,926.00

$224.,400.00

$90,903.00

24,000.00

44,512.00

24,098.00

$183,513.00

$ 40.887.00




XVII. PROPOSED OPERATING BUDGET - EXISTING & NEW USERS

(1st Full Year of Operation) Year Ending

Dec. 31,2005

A. Operating Income:
*Water Sales* $784,513.96
Disconnect/Reconnect/Late Charge Fees 15,000.00
Other (Describe)
Less Allowances and Deductions ( )
Total Operating INCOME........ccovireeiniieninine s $799,513.96
B. Operation and Maintenance Expenses:
(Based on Uniform System of Accounts prescribed by National Association of
Regulatory Utility Commissioners)
Source of Supply Expense $200,800.00
Pumping Expense 14,500.00
Water Treatment Expense 1,500.00
Transmission and Distribution Expense 66,600.00
Customer Accounts Expense 50,000.00
Administrative and General Expense 170,000.00
Total Operating EXPenses..........ooovveruieeivinisnescneninees $503,500.00
Net Operating INCOME. ...t $296,013.96
C. Non-Operating Income:
Interest on Deposits $10,000.00
Other (Identify)
Total Non-Operating InCome..........ocovvevieceniinienenencennes
D. NEt INCOME ...veiveeticriere ettt $306,013.96
E. Debt Repayment:
RD Interest $112,760.00
RD Principal 29,500.00
Non-RD Interest 41,005.00
Non-RD Principal 29,500.00
Total Debt Repayment..........ccccoiniiininicnenincncenn $212,765.00
F. Balance Available for Coverage and Depreciation................... $ 83.248.96
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XVIIL PROPOSED OPERATING BUDGET - NEW USERS - EXTENSION ONLY

(1st Full Year of Operation)

A. Operating Income:

Water Sales

Disconnect/Reconnect/Late Charge Fees

Other (Describe)

Less Allowances and Deductions

Year Ending

Dec. 31, 2005

$69,637.46

1,500.00

0.00

( )

Total Operating INCOME........ccovvrirriniinnieiiiiiee

B. Operation and Maintenance

Expenses:

$71,137.460

(Based on Uniform System of Accounts prescribed by National Association of
Regulatory Utility Commissioners)

Source of Supply Expense
Pumping Expense
Water Treatment Expense

Transmission and Distribution Expense

Customer Accounts Expense
Administrative and General Expense

Total Operating Expenses

$15,260.00

1,300.00

240.00

6,700.00

5,000.00

17,000.00

$45,500.00

Net Operating INCOME. .......covrvrveririreinrsinieieeeeiee

C. Non-Operating Income:

Interest on Deposits
Other (Identify)

Total Non-Operating Income

$25,637.46

$1,000.00

...........................

$1,000.00

. Nt IIICOIMIE oovmvvveneeeeerernenemrnrsenssssssnsssesasessesssaassasssnsesesssssasssnnasonss

E. Debt Repayment:

RD Interest

RD Principal
Non-RD Interest
Non-RD Principal

Total Debt Repayment

F. Balance Available for Coverage and Depreciation

/FORM/ADDENDPHVY  3/11/64
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$26,637.46

$17,500.00

0.00

0.00

0.00

...........................

$17,500.00

...................

$9,137.46




XIX. ESTIMATED PROJECT COST - WATER

Development $1,712,325.00
Land and Rights 12,000.00
Legal 17,000.00
Engineering 1193,800.00
Interest 15,000.00
Contingencies 171,200.00
Initial Operating and Maintenance 0.00
Other, Geotechnical & Site Surveys 52,000.00*

TOTAL

XX. PROPOSED PROJECT FUNDING

$2,173,300.00

Applicant - User Connection Fees $101,700.00
Other Applicant Contribution 0.00
RD Loan 350,000.00
RD Grant 0.00
Other (Specify) CDBG Grant 971,600.00
Other (Specify) KY. Tobacco Development Fund Grant 750,000.00
Other (Specify)
Other (Specify)

TOTAL $2,173,300.00

*Tncludes $32,500.00 for administration and $7,500.00 for planning in conjunction with
the CDBG Grant, which are not eligible for RD Funding.
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South Anderson Water District
PhaseVI Water Line Extensions

Opinion of Probable Cost

February 19, 2004

Item No. |Item Unit | Quantity |Unit Price  |Item Price
1 4" PVC SDR-21 Pipe LF | 177,000 $5.60 $991,200.00
2 4" PVC SDR-17 Pipe LF | 21,000 6.25 131,250.00
3 Bore & Case for 4" Pipe LF 890 85.00 75,650.00
4 Open Cut & Case for 4" Pipe LF 440 45.00 19,800.00
5 Creek Crossing for 4" Pipe LF 110 50.00 5,500.00
6 Tie-In to Exist. 6" W.L. EA 5 1,400.00 7,000.00
7 Tie-In to Exist. 4" W.L. EA 10 1,250.00 12,500.00
8 4" Gate Valve EA 36 550.00 19,800.00
9 Air Release Valve EA 15 525.00 7,875.00
10 |3" Blow-Off Assembly EA 23 750.00 17,250.00
11 5/8" X 3/4" Meter Service EA 240 500.00 120,000.00
12 |Tandem Setters EA 40 100.00 4,000.00
13 |3/4" Service Tubing LF | 8,600 3.50 30,100.00
14  |Bypass Test Meter EA 6 600.00 3,600.00
15 |Booster Pump Station LS 1 55,000.00 55,000.00
16 Pressure Regulating Valve Station LS 1 15,000.00 15,000.00
17 50,000 Gallon Elevated Water Storage Tank | LS 1 156,800.00 156,800.00
18  |Pavement Replacement LF | 2,000 20.00 40,000.00
Total Construction Cost $1,712,325.00
Engineering @ 7.43% $127,200.00
Other Engineering $12,000.00
Inspection @ 3.89% $66,600.00
Legal $17,000.00
Administration $40,000.00
Interest $15,000.00
Land $12,000.00
Contingency @ 10% $171,200.00
Total Project Cost (Rounded) $2,173,300.00
Project Funding

KY Tobacco Development Fund Grant
Community Development Block Grant
Tap Fees/Local

Rural Development Loan

Total Funding

\2003133\rdcostest022004  2/27/04

$750,000.00
$971,600.00
$101,700.00
$350,000.00
$2,173,300.00




South Anderson Water District
Phase VI Expansion Project

Area Roads

mmoow>

- IQ@

Ashby, Goodnight, Vaughn/Casey and Burke Roads
Aaron Barnett and Clay Burgin Roads

Bryant Road

Cornish and Rutherford School Roads

Dennis Road

KY 44 (West of Glensboro), Pleasant Grove Ridge Road
(KY 1579), Palmer Road and Van Buren Road

Love Ridge and T. Burgin Road

L.ong Road

KY 44 (Drydock Road to Anderson City Road)
Leathers, Mays, Duncan, CareyMill, Drury, and Searcy
School Roads

Potential Users
34

24

3

14

11

87






Exhibit B



FINAL ENGINEERING REPORT
FOR

SOUTH ANDERSON WATER DISTRICT
PHASE VI EXPANSION PROJECT
ANDERSON COUNTY, KENTUCKY

AUGUST 18, 2005
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FINAL ENGINEERING REPORT
SOUTH ANDERSON WATER DISTRICT
PHASE VI EXPANSION PROJECT

A Preliminary Engineering Report dated February 2005 describes in detail the scope and
need for this project. This Preliminary Engineering Report is included herewith by
reference. All elements of the project are basically unchanged except for the revisions to
the project budget items resulting from the receipt of construction bids. The available
funding is sufficient to cover all anticipated expenses with an adequate contingency fund.

Bids were received for the two (2) contracts which make-up the project on July 19, 2005.
Eight (8) bids were received for Contract 10 — Pump and Water Line Extensions and four
(4) bids were received for contract 11 - 50,000 Gallon Elevated Water Storage Tank.
Salmon Construction, Inc. was the low bidder on contract 10 with a bid of $1,428,052.22
and Caldwell Tanks, Inc. was the low bidder on contract 11 with a bid of $223,595.00.
Copies of the certified bid tabulations for each contract are included at the end of this
report.

The following is an estimated project cost based on the bids received and the funding
available.

Budget Item RD Letter of Conditions Revised
Development $1,712,300.00 $1,651,647.22
Land and Rights 12,000.00 12,000.00
Legal and Administrative 69,000.00 69,000.00
Engineering 193,800.00 207,000.00
Interest 15,000.00 15,000.00
Contingencies 171,200.00 218,652.78
TOTAL $$2,173,300.00 $$2,173,300.00

The estimated cost for engineering given above has been adjusted to reflect the
construction bids received and the other engineering costs incurred.

Since the Preliminary Engineering Report was completed based on calendar year 2002,
the District has undergone some significant changes. Both the 2003 and 2004 audits
showed the District operated with significant losses during those years (see attached page
4 from the 2004 audit). Due to these losses the District requested Carryn Lee a financial
analyst with the Kentucky Rural Water Association perform a Cost of Service/Billing
Analysis based on calendar year 2004 and develop a proposed rate schedule that would
cover projected future losses. The results of this analysis are attached. The District’s
Board of Commissioners have reviewed the analysis and decided to implement an
increase of approximately half of what was proposed in the analysis ( see attached Notice
of Adjustment of Water Rates). As shown in the attached projected 2006 Operating

F:ACLK\2003\2003133\FinalEngRpt.doc/  8/18/05



Budget, the District’s proposed rates are sufficient to insure the long term financial
integrity of the District.

CONCLUSIONS AND RECOMMENDATIONS

1. The bid amounts for this project, Contract 10 and 11, are in the acceptable range
for the types of work involved. The contractors that submitted the low bids are
experienced and acceptable. Therefore, it is recommended that the Contracts be
awarded to the low bidders, Salmon Construction, Inc. and Caldwell Tanks, Inc.

2. Adequate funding is available, based on the budgeted RD loan, HUD-CDBG
grant, Kentucky Tobacco Development Fund Grant and tap fees received, to
complete the project.

(98]

Upon completion of the project, the District will have an adequate customer base
to cover operating expenses, debt service, debt service coverage, bond resolution
depreciation reserve funding and provide some net unobligated monies at the rates
the District intends to implement.

4. The District should proceed with application to the Public Service Commission

for authority to construct the proposed facilities with the implementation of the
proposed rates.
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Attachment 1

Bid Tabs

FACLK\2003\2003133\FinalEngRpt.doc/  8/18/05



ol19e GV IAIR/EET €0DTE00L

.
\
god

)
i

t
s

¢
®26pp000°

o
4
N
A
¥

4
3

g 4OjATL “Q auudY

-1ONEISIA VALV ROSHAANY HINOS FHI 1V 5002 ‘61 ATNI 'AVGSANL SWLL TVOOT “Wd 0£°1 1LV GIAREDTY SQIB 40 NOLLVINAVE SITHINOD ONV 3miL V S13A08V 3HL
QI8 35VE NO QELLIRANS DR LINA IOF14 OF GILOMNOD NI SVH INNOWV "0I8 35VE NO JAVI SVA HOMEE JLLIWHLINMY NV STIONAJ -

Hma.cz.u:.ﬁ 107169°LLB'(S LE#N 98L°1S _ 00°831°P6S 1S =E.~_N.mmm;m . p 19059 FOF 18 ZZZS0°8 1S W8 35vE V101
00°0VL T 0051 FOSOL'E Y6 LE 08°THv ¥ O£°8EL 00°008° 0505 51t Exl onEIS dumd 1215008) 9ouag Yury uieqd] ST
TO000GE |16 POE'6C T6FOE6L {JO0OL6 EC B09LEEC [[00°000'SE OVIRID T ST T# QI0H [EHORDAIG L Yool MOHTA|  Pe
166°600°0F  |[T6 VO£ 62 T6P0L6C [JO0DLBEL GODLEEL |00 000SE WELL6 T 51 TE2I0g [COOHIalI 7 Yoou) MOIIM| €L
0001 GO0V 16 ELSY TC ortt 608 TO0T T
G600001 J51 1189 STTIE9  JOOSLBEL 6006001 T000E 8 00°00£°01 THILS Y T 1
00000c9 0L 6B 85 QT 6888 00 PPL 8L (0700005 Ty PoL 86 00°05% 8L 00052 8L T 51
6005% TL600C €VC05 G0 yRE T G0 TEe T v ETT © oT'L08 [05°TT8 [|00°00c T 00008 ¥ Va TN HOTSeR0 RET 1| 61
0001 GO RSToF 753 00°06E 75 B 00°0FE €E 53 615 0000V 6% 00T G086 1 TUGAL SHATG vie| 81
G009y {|00°0009 00051 G0 c68LC 0L LGS 0005T R CSEA R 00009 Jorpioic SCSL9 510961 $O06F 0000091 00°00% [ VA STAIaS WoputL] (1
26 Go00p G000y SEEpTes 15539 0SCLS 6v1 05015 |00 0SLwET 00055 [|01 669151 E¥3E) GT5LL 901 BLEEY |00 OSL 58 (Y3 ST \E} SHATES 100N WB/E X L85 D1
00°00L BE00CT  fLociiel TEper 1 00960 St 00888 ||00 00702 00001 L c6o El 518 ESPIL T aﬁg‘: 00°000°T ] VA AQiFSEsY JO-MOId Wp] §1
00T00T  [jcc 968 8L GLGFOT |00 TE6St G5EE8 |00 00F F1 0008 [|c0S60 T GEoTs FoLoTel SURLO |00 GAG'ST 00°000°T st V3 NS TO R0 | F
0005 €656 TES1E G0599'1 00555 Y00 LBC T 065y |26 8V0T 65189 PO VSH T ey [|000F8 ()i € ENES TR I
G0°00F EO6LIT T0E6E 055911 OS°8EE [00€96 G0Tze |566EL1 SOBLS STEOL1 SC185 {00050 T B005¢€ B SATEA ST LE| ot
00059 PT 89S ¥T Bz 05 PPl ci [ EE T 000ty Lo 80V PL g SLTSEVC SCLEy  |000tCoe oY I SARA 9D .| 11
600051 (0650 T GvLO0T |00 OVhE GEBITT 000007 [00°000T  |89°S8SF W.EZ G0TEIT 00000 T 00000 ¥ GETTOM o7 Xup] Ol
0000RT  |c5 197 FELO1T |00 BLES G0cEct {00008 Y 0000C T ||0F0ES ¥ ISTT GCIPIC 00000V G0000°T 2 Vi AEL M ¥ X uB| 6
TOGO0'ST |16 PO 6L G05L6°EL 00°56'CC 100 000 0L G0T000E f|Le5ch oL LTSCv OC ToG0C 6! |09 ELTE 09ELL6 T g OH [EBONS0I b Yoo Gepdl| 8
000000z || 16 POE 6T TEPOL 6L [[00GLGEL G09LE e 000005 G00009¢ LT 5eroe LTSy OF G000 61 09 ELL6 C5ELL6 T 51 WO [EHON3 b Noa1) DU | L
0005 EEE 8COL 000z € Go111  [|0000L 605% 087261 6696 360 00005 1 0608 4 1 T3 v 10] Buisso1) 493D] §
GO 0F GLPVETE TLFS 005vo 1L 05755 000516 60°5T GLSErs (S 00°055'LT (533 G008 L [66°52 6L 1 ST 30 S5 R WO G| §
00011 NEFA Ve 05 SEp 5Ll SPS0l )00 00% 56 5008 07 09V 66 RCER 100°006 OE 1 00011 0000C 56 00708 G S0 .b B oL 10) 7565 5 wod| v |
008 001181 B 08 TE L1 S 0580991 (53 08808 71 8V XA Ty Oviot 51 (2] WYE T1 ST 8058 OAd 8| €
068 75 GvTsL L8l B (GO OPP'LBT (3] G S8V O 688051 05°65L $91 675 At Exi S L1905 OAd W¥| €
058 05170 0565 655 GTIETE168 6955 G000V 2083 0055 G9E6E EELS 1575 0C6L5 8LLS 097585 1618 1698 OBV GS1 Ey I TAG8 OAd P |
. o | oo e [BR ] we [GR] we LA mos | 1 s | nowmpszawai
1920 A "UOPUGT 06L0-tch0b A 21aved] 09E0F AN IPASTUIAQ] £5E0F A3 BUIITS 15N 9911¢ A3} ‘AOUMY Trror AY HmgaduaLee] ISEOP A’
Proy 12SIIR0S 60| 06L %08 04 6£p X08 O SOEL X8 ‘O°d 8£8 YO ‘9 DH| 0By Y08 ‘O'd proy SmasBuitiald o£LY) 16 Y08 ‘04
‘o1 *Aupdinoy) uonINNSUO)) Juney “Suf N3 WP W -auj *Aojteg “°QYl o4} *A3UUI o7 eundid 4’8 “au] *s1013e0U07) RAG] 3y *Aurdiwio HONANASUO] M T D) *3U] ‘HONINISHOT) ..EE_nMw
£9E4-569 {T05) XV
{own {eany) wrd 0 1HUN SO0 61 A FIVAQIB LSEF569 (£0S) TAL
1DLISIQ $ARA HOSIIPIY YNOS  NOLLVIOT 1090% ASIDNINIDI ‘LHODINVYA
suoISTRING 2ur] JawA pue dwng - o1 19EUC]  EDHIO¥d avoy STTVSHIA Tsv
SNOILVINGV.L diff “ONE'SNOYIANT

PEGRREEI




e

sooz/tig

1506108V LOIE/EELEOOZ/ECOZ

‘Ad

A ‘OUNEIONTHMYT ‘1O LSIO H31YM NOSHIANY HLNOS IHL 1V S00Z ‘61 ATNM “AVASINL ‘BWIL T¥DI0T “IW'd0El} LV Q3AIZDTY SAIA 40 NOLLYINGVL 3131dWCO ANV 3NdLV Si 3JA08Y 3HL

__S.cmv,ﬁww __oa.wmm.wvwm 00°081°2€2% __S.mmm.nNNw aig 3Sve V1oL
__co.oov.m 00°00¥'2 __oo.oov.m 00°00¥'C 00°006"} 00°005°} __oo,ooo.m 00°000° ] s1 wepAqand] S
00°000'8 00°000'8 00°000'8 00'000'8 00°000°G} 00°000°51 000009 000009 I S Buidig pieA| ¥
00°082'G 00°0¢ 00 v0L'S 0062 00082’ 00°0¢ 00V0L'S 0062 9/l 3] U4 £
00°005'} 00°005't 00°00G't 00005} 007000} 00000} 00°000°+ 000001 1 37 PEOY S5800v| 2
00'0.2'L52$ 00°042'L628 00'v86'1€2$ 00’86 +EZ$ 00°000°012% 000000423 00'167'602% 00°'1L6¢'602% } S1 | yuel abelojg ssieM PajeAs|d uojied 000'05] 1
S 1800 e » 1509 A - : — 180D B ey T S B i ON
. isoo S LN . 1802 CLINN it H. 1NN 1800 i ALILNYAD. LN | NOUdHosaa Waly Wall
GGz AM '33HE83S £Z19¥% NI 'NOAV L¥20P AM "NOGNOT 6120Y AM FTHASINGT
N L AMH 62€1 '3 006 QVOH "0 'S 28} avoy 13ISHINOS 6028 Aavod H3MOL 000y
HIMOL OGNV INVL OHNESLLId || SHOLD3HS ? SHOLVOINEVS XINOZHd | ANVAWOD NOLLONELSNOD 13NV ONI 'SHNY.L TIMATYD
£9ep-668 (208) XV
INILTWDOT G 081 1V S00Z ‘64 AN BLva dig 25e4-669 (206) 13
10/M1SIa HILYM NOSHIANY HLNOS  NOLLYOOT 1090t AMONLNTM *LHODMNVYS
MNYL IHVHOLS HALYM GILVAITA NOTIVDO 000'0S “1i LOVHINOD  1103rodd avoy S3TIVYSHIA 25y

1 40 } 133HS

SNOLLYINgVL aig

“ONI 'SNOYIANIN




Attachment 2

Page 4 of 2004 Audit

F:\CLK\2003\2003133\FinalEngRpt.doc/  8/18/05



ok

SOUTH ANDERSON WATER DISTRICT
STATEMENT OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31,

OPERATING INCOME: $779,236 $678,132

OPERATING EXPENSE:

Cost of Water $254,423 $185,426
Salaries & Wages - Employees 162,297 135,410
Salaries & Wages - Commissioners 10,800 10,800
Payroll Taxes 13,196 12,449
Employee Benefits 31,783 27,749
Purchased Power 17,854 16,192
Chemicals 1,641 1,541
Materials & Supplies 46,352 43,312
Contractual Services 38,654 , 21,634
Rent 11,000 6,000
Transportation 11,146 10,543
Insurance 13,364 8,974
PSC Assessment 1,170 1,168
Advertising 1,414 1,911
Bad Debt 2,572 2,279
Miscellaneous 3,471 2,106
Depreciation & Amortization 143,260 143,500

Total Operating Expense $764,397 $630,994

OPERATING INCOME BEFORE FIXED CHARGES .$14,839

. $47,138 |

FIXED EXPENSES
Interest on Long-Term Debt & Consumer Deposits $135,339 $140,469

NET OPERATING PROFIT (LOSS)

.($93,331)

NON-OPERATING INCOME:

Interest Income $7,231 $13,755

NET PROFIT (LOSS) FOR CALENDAR YEAR

The accompanying notes are an integral part of these statements.
4
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SOUTH ANDERSON WATER DISTRICT

ALLOCATION OF EXPENSES
Commodity Demand Customer

Purchased Water $ 325639 325,639
Salaries and Wages 117,273 88,750 28523
Pensions and Benefits 22,966 17,380 5586
Purchased Power 14,299 14,299
Chemicals 1,641 1,641
Materials and Supplies 22,498 22,498
Management Fees 14,400 7,200 7,200
Contractual Services - Other 17,010 17,010
Transportation 11,146 11,146
insurance - Gen. Liability 5,618 5,618
Insurance - Workers Comp. 3,568 2,700 868
Bad Debt 2,572 2572
Subtotal 558,630 341,579 172,302 44,749
Percentage Less Commodity 217,051 0.79 0.21
Administrative and General 131,757 104,593 27,164
Depreciation 141,578 124,589 16,989
Amortization 1,682 1,480 202
Debt - Principal and Interest 195,600 172,128 23,472
.20 Coverage 39,120 34,426 4,694
Total Expenses $ 1,068,367 | $ 341579 |$% 609517 |$ 117,271
Other Income 56,836 56,836
Required From Rates $1011531|$ 341579 |$ 609,517 | $ 60,435




SOUTH ANDERSON WATER DISTRICT

ADJUSTMENTS TO TEST YEAR EXPENSES

In August 2004, South Anderson received a purchased water adjustment of $122,085.
The Increased purchased water expense in the annual report reflects 5 months at the
increased rate. An adjustment has been made to reflect 12 months at the increased
purchased water costs.

Management fee has been adjusted to reflect 12 months at a rate of $1,200 per month.

_Building rental has been adjusted to reflect 12 months at a rate of $1,250 per month.



SOUTH ANDERSON WATER DISTRICT

INCOME AND EXPENSES

Operating Revenue

Water Sales $ 729537 |% 77,4859 807,022
Bulk Water 10,083 10,083
Other Revenue 12,576 12,576
Miscelleneous Revenue 26,871 26,871
Total Revenue $ 779,067 | $ 77,485 |% 856,552
Operating Expense

Purchased Water $ 254423 % 71,216 1% 325,639
Salaries and Wages 162,297 162,297
Commissioners - Wages 10,800 10,800
Pensions and Benefits 31,783 31,783
Purchased Power 17,854 17,854
Chemicals 1,641 1,641
Materials and Supplies 46,352 46,352
Contractual Services - Acct. 4,700 4,700
Contractual Services - Legal 10,944 ‘ 10,944
Management Fees 6,000 8,400 14,400
Contractual Services - Other 17,010 17,010
Building Rental 11,000 4,000 15,000
Transportation 11,146 11,146
Insurance - Gen. Liability 8,427 8,427
Insurance - Workers Comp. 4,937 4,937
Advertising 1,414 1,414
Bad Debt 2,572 2,572
Miscelleneous 3,471 3,471
Depreciation 141,578 141,578
Amortization 1,682 1,682
Debt - Principal and Interest 195,600 195,600
.20 Coverage 39,120 39,120
Total Expenses $ 984751|% 83616 3% 1,068,367
Total Revenue 856,552

Increase Required

$ 211,815
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NOTICE OF ADJUSTMENT OF WATER RATES

South Anderson Water District
Anderson County, Kentucky

Notice is hereby given that, pursuant to an application being filed with the Public Service
Commission of Kentucky under KRS 278.023 by the South Anderson Water District (the
“District”), the District proposes to adjust its monthly water service rates and charges as follows:

Present Rates Proposed Rates
First 2,000 Gallons $14.64 (min.) $16.03 (min.)
Next 1,000 Gallons 7.17 per 1,000 gal. 7.85 per 1,000 gal.
Next 2,000 Gallons 6.22 per 1,000 gal. 6.80 per 1,000 gal.
Next 2,000 Gallons 5.32 per 1,000 gal. 5.81 per 1,000 gal.
Next 3,000 Gallons 4.37 per 1,000 gal. 4.77 per 1,000 gal.

All Over 10,000 Gallons

4.07 per 1,000 gal.

4.44 per 1,000 gal.

Bulk Sales $3.57 per 1,000 gal. $3.57 per 1,000 gal.
By use of federal loan and grant proceeds and local funds, the District plans to construct
improvements to and an expansion of its water distribution system, including new water lines, an

elevated water storage tank, a booster pump and appurtenant facilities, all at an estimated cost of
$2,173,300.

SOUTH ANDERSON WATER DISTRICT
246 East Court Street
Lawrenceburg, Kentucky 40342

333960.1
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USDA-RD

For RD 442.7 Position 3 Form Approved

orm - OMB No. 0575-0015

(Rev. 3-02) OPERATING BUDGET °
PROJECTED 2006 Schedule 1

Name Address

South Anderson Water District

246 Court Street

Lawrenceburg

Applicant Fiscal Year County State (Including ZIP Code)
From 1/1 To 12/31 003 Anderson Kentucky 40342
20 20 20 20 First Full Year
OPERATING INCOME (1 ) @) ) ()
1. Water Sales $ 954,741
Connect/Discon.
2. Other & Int. 15,000
3
4,
5. Miscellaneous
6. Less: Allowances and Deductions |( ) pld ) e )
7. Total Operating Income
(Add Lines I through 6) $0.00 $0.00 $0.00 $0.00) $ 969,741
OPERATING EXPENSES
8. Purchased Water $ 325,639
9. Salarjes/Benefits 204,880
10. Other  Supplies & Power 65,847
11. Other Cont. Services 47,054
12. Bldg. Rental/Trans. 26,146
13. Office/Insurance 22,505
Other
14. interest  Other Debts=P&l 54,800
15. Interest (RD)  Ex. RD-P&l 121,483
16. Interest (RD) New RD-P&i 19,313
17. Total Operating Expense $0.00 50.00 $0.00 o.o0| $ 887,667
(Add lines 8 through 16) ? =
18. NET OPERATING INCOME $0.00 $0.00 $0.00 so.00; $ 82,074
(LOSS) (Line 7 less 17)
NONOPERATING INCOME
19.
20.
21. Total Nonoperating Income
(Add Lines 19 and 20) %0.00 $0.00 §0.00 $0.00 $0.00
22. NET INCOME (LOSS)
(Add Lines 18 and 21) (Transfer
to Line A Schedule 2) $0.00 $0.00 $0.00 so.00f $ 82,074

Budget and Projected Cash Flow Approved by Governing Body

Attest: -—"Qf*e?fm(ﬁ 7{ Cyvn s

G -5~ 08"
George Kinne Secretary Date
ods. Konc oA
Eo_h Robert Kincer Appropriate Official Date

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponser, and a person is not reguired to respond to a collection of information unless it displays a valid OMB control

number. The valid OMB control number for this information collection is 0575-0015. The time required to complete this information collection is estimated 1o average 5 hours per response, including the

time for reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing und reviewing the collection of information.



Schedule 2
PROJECTED CASH FLOW

First
20 20 20 20 Full Year

A. Line 22 from Schedule 1 Income (Loss) $0 $0 50 $0l$ 82,074
Add

B. Items in Operations not Requiring Cash:
1. Depreciation (Line 16, Schedule I) 50 $0 $0 50 $0
2. Others:

C. Cash Provided from:
1. Proceeds from RD loan/grant
2. Proceeds from others

3. Increase (Decrease) in Accounts Payable,
Accruals and other Current Liabilities

4. Decrease (Increase) in Accounts Receivable,
inventories and Other Current Assets (Exclude Cash)
5. Other:

6.

D. Total all A, B and C Items $0 $0 $0 sol$ 82,074

E. Less: Cash Expended for:

1. All Construction, Equipment and New Capital Items
(Loan and grant funds)

2. Replacement and Additions to Existing Property, Plant and
Equipment 42,593

3. Principal Payment RD Loan
4. Principal Payment Other Loans
5. Other:
6. Total E 1 through 5 $0 $0 $0 $0 $0
Add

F. Beginning Cash Balances

G. Ending Cash Balances (Total of D minus E 6 plus F) $0 50 $0 $0 39,481

Item G Cash Balances Composed of:
Construction Account
Revenue Account
Debt Payment Account
O&M Account
Reserve Account 39,481
Funded Depreciation Account
Others:

Total - Agrees with Item G $0 $0 50 s01$ 39,481
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Rural —~
Development

United States Department of Agriculture
Rural Development
Kentucky State Office

August 8, 2005

SUBJECT:  South Anderson Water District
Phase VI Water Expansion Project
Contract Award Concurrence

TO: Area Director
Shelbyville, Kentucky

Based on the bids received and the recommendation of the consulting engineer, Rural
Development concurs in the award of subject contract to the low bidder for Contract 10,
Salmon Construction, Inc., in the amount of $1,428,052.33 and the low bidder for
Contract 11, Caldwell Tanks, Inc., in the amount of $223,595.00.

If you have any questions, please contact Julie Anderson, State Engineer, at (859) 224-
7348.

M@@@Qﬁw@

K ETH SLONE
State Director
Rural Development

cc: Kenvirons, Inc.
Frankfort, Kentucky

den, Newell, and Welch
Louisville, Kentucky

771 Corporate Drive » Suite 200 - Lexington, KY 40503
Phone: (859) 224-7300 « Fax: (859) 224-7425 « TDD: (859) 224-7422 - Web. hitp://www.rurdev usda.goviky

Gommitted to the future of rural communities
"USDA is an equal opportunity provider, employer and lender "

To file a complaint of discrimination write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building, 14" and
independence Avenue, SW, Washington, DC 20250-9410 or call (202) 720-5964 (voice or TDD)
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NOTICE OF ADJUSTMENT OF WATER RATES

South Anderson Water District
Anderson County, Kentucky

Notice is hereby given that, pursuant to an application being filed with the Public Service
Commission of Kentucky under KRS 278.023 by the South Anderson Water District (the
“District”), the District proposes to adjust its monthly water service rates and charges as follows:

Present Rates Proposed Rates

First 2,000 Gallons $14.64 (min.) $16.03 (min.)

Next 1,000 Gallons 7.17 per 1,000 gal. 7.85 per 1,000 gal.
Next 2,000 Gallons 6.22 per 1,000 gal. 6.80 per 1,000 gal.
Next 2,000 Gallons 5.32 per 1,000 gal. 5.81 per 1,000 gal.
Next 3,000 Gallons 4.37 per 1,000 gal. 4.77 per 1,000 gal.
All Over 10,000 Gallons 4.07 per 1,000 gal. 4.44 per 1,000 gal.
Bulk Sales $3.57 per 1,000 gal. $3.57 per 1,000 gal.

By use of federal loan and grant proceeds and local funds, the District plans to construct
improvements to and an expansion of its water distribution system, including new water lines, an

elevated water storage tank, a booster pump and appurtenant facilities, all at an estimated cost of
$2,173,300.

SOUTH ANDERSON WATER DISTRICT
246 East Court Street
Lawrenceburg, Kentucky 40342



AFFIDAVIT

Bud Garrison, advertising manager of The Anderson
News, a newspaper having the greatest circulation in
Lawrenceburg, Kentucky hereby declares that the Notice of
Adjustment of Water Rates for the South Anderson Water
District ran in the August 24, 2005 edition,.

Bud Garrison, Advertising Manager

Subscribed and sworn to before me, a notary public
within and for the State of Kentucky and County of
Anderson, by Bud Garrison, of The Anderson News, known by
me personally, this 23rd day of August, 2005

My commission expires the 5 day of March 2006.

N (4
S/
— /

Janie Bowen,

Notary Public, State at Large

SEAL



Wednesday, August 24, 2005 The'Anderson News

NOTICE OF ADJUSTMENT OF WATER RATES
South Anderson Water District
Anderson County, Kentucky

Notice is hereby given that, pursuant to.an application being filed W|th the
Public Service Commission of Kentucky under KRS 278.023 by the South
‘Anderson Water District (the “District”), the District proposes to adjust its
monthly water service rates and charges as follows:

- Present Rates - “Proposed Rates

First:2,000 Gallohs
Next 1,000 Gallons
Next 2,000 Gallons
Next 2,000 Gallons
Next 3,000 Gallons

All Over:10,000 Galions -

$14.64 (min.) -

7.17 per 1,000 gal.
6.22 per1,000 gal. :
5.32 per 1,000 gal.
4,37 per 1,000 gal.

4.07 per 1,000 gal.

$16.03 (min:)
7.85 per.1,000 gal.
6.80 per 1,000.gal.
5.81 per.1,000 gal.

4,77 per 1,000 gal.

4,44 per:1,000 gal.

Bulk Sales $3.47 per 1,000 gal. - - $3.57 per.1,000.gal.

By.use of federal loan-and grant proceeds and local funds, the District
plans: to. construct improvements to:and an.expansion of its: water
distribution system,-including new. water-lines, an elevated water storage
tank, a booster pump and appurtenant facilities, all at-an estimated cost
of $2,173,300. :
. ~ , SOUTH ANDERSON WATER DISTRICT
~ ‘ i 246 East Court Street
“Lawrenceburg, Kentucky 40342
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BOND-AUTHORIZING RESOLUTION

A RESOLUTION OF THE COMMISSION OF SOUTH ANDERSON
WATER DISTRICT, ANDERSON COUNTY, KENTUCKY, PROVIDING
FOR THE CONSTRUCTION AND INSTALLATION OF MAJOR
IMPROVEMENTS AND ADDITIONS TO THE DISTRICT'S EXISTING
MUNICIPAL WATER DISTRIBUTION SYSTEM; AUTHORIZING THE
ISSUANCE OF THE DISTRICT'S $350,000 WATER SYSTEM REVENUE
BONDS, SERIES 2005, TO PAY THE COSTS THEREOF (TO THE
EXTENT NOT OTHERWISE PROVIDED TO BE PAID); CONFIRMING,
RATIFYING AND CONTINUING PRE-EXISTING PROVISIONS
PREVIOUSLY ADOPTED BY THE DISTRICT RELATING TO THE
COLLECTION, SEGREGATION, DISTRIBUTION AND DISBURSEMENT
OF THE INCOME AND REVENUES OF SAID MUNICIPAL WATER
DISTRIBUTION  SYSTEM; CONFIRMING, RATIFYING AND
CONTINUING CONDITIONS AND RESTRICTIONS UNDER WHICH
ADDITIONAL BONDS MAY BE ISSUED IN THE FUTURE, PAYABLE
FROM THE INCOME AND REVENUES OF THE SYSTEM AND
RANKING ON A BASIS OF PARITY WITH THE BONDS HEREIN
AUTHORIZED AND OTHER PARITY BONDS OUTSTANDING; AND
PROVIDING FOR AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF
THE BONDS HEREIN AUTHORIZED.

Adopted , 2005
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BOND-AUTHORIZING RESOLUTION

A RESOLUTION OF THE COMMISSION OF SOUTH ANDERSON
WATER DISTRICT, ANDERSON COUNTY, KENTUCKY, PROVIDING
FOR THE CONSTRUCTION AND INSTALLATION OF MAIJOR
IMPROVEMENTS AND ADDITIONS TO THE DISTRICT'S EXISTING
MUNICIPAL WATER DISTRIBUTION SYSTEM; AUTHORIZING THE
ISSUANCE OF THE DISTRICT'S $350,000 WATER SYSTEM REVENUE
BONDS, SERIES 2005, TO PAY THE COSTS THEREOF (TO THE
EXTENT NOT OTHERWISE PROVIDED TO BE PAID); CONFIRMING,
RATIFYING AND CONTINUING PRE-EXISTING PROVISIONS
PREVIOUSLY ADOPTED BY THE DISTRICT RELATING TO THE
COLLECTION, SEGREGATION, DISTRIBUTION AND DISBURSEMENT
OF THE INCOME AND REVENUES OF SAID MUNICIPAL WATER
DISTRIBUTION  SYSTEM; CONFIRMING, RATIFYING AND
CONTINUING CONDITIONS AND RESTRICTIONS UNDER WHICH
ADDITIONAL BONDS MAY BE ISSUED IN THE FUTURE, PAYABLE
FROM THE INCOME AND REVENUES OF THE SYSTEM AND
RANKING ON A BASIS OF PARITY WITH THE BONDS HEREIN
AUTHORIZED AND OTHER PARITY BONDS OUTSTANDING; AND
PROVIDING FOR AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF
THE BONDS HEREIN AUTHORIZED.

WHEREAS, pursuant to an approving Order of the Public Service Commission of
Kentucky entered on March 14, 1967, and upon petition and hearing, and upon proper public
notice according to the provisions of Chapter 74 of the Kentucky Revised Statutes (“KRS”), an
Order was duly entered by the County Court of Anderson County, Kentucky, on May 5, 1967,
determining necessity for and creating and establishing the South Anderson Water District (the
“District”), and the Court then appointed Commissioners of the District, the same constituting
and being a public body corporate with all powers and authority as provided in KRS Chapter 74;
and the District is at this time a de jure water district situated in Anderson County, Kentucky;
and

WHEREAS, since 1976 the District has owned and operated its municipal water
distribution system (the “System”) serving the area of the District, and the District currently has
outstanding the following revenue bonds payable from and secured by a pledge of the revenues
of the System, on a parity one with the other:

(a) $95,000 outstanding principal amount of Water System Revenue Bonds, Series
of 1975 (the “1975 Bonds™), authorized by Resolution of the Commission of the District
adopted on November 6, 1975, as amended by Resolution adopted on April 13, 1999
(collectively the “1975 Resolution™);
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(b) $34,000 outstanding principal amount of Water System Revenue Bonds,
Series of 1981 (the “1981 Bonds”), authorized by Resolution of the Commission of the
District adopted on October 13, 1981, as amended by Resolution adopted on April 13,
1999 (collectively the “1981 Resolution™);

(c) $592,000 outstanding principal amount of Water System Revenue Bonds,
Series 1993 (the “1993 Bonds™), authorized by Resolution of the Commission of the
District adopted on October 13, 1993, as amended by Resolution adopted on April 13,
1999 (collectively the “1993 Resolution™);

(d) $745,000 outstanding principal amount of Water System Refunding Revenue
Bonds, Series 1999A (the “1999 Bonds”), authorized by Resolution of the Commission of
the District adopted on April 13, 1999 (the “1999 Resolution”); and

(e) $1,060,000 outstanding principal amount of Water System Revenue Bonds,
Series 2001 (the "2001 Bonds"), authorized by Resolution of the Commission of the
District adopted on May 15, 2001 (the "2001 Resolution"); and

WHEREAS, it is provided in the 1975, 1981, 1993, 1999 and 2001 Resolutions (the
“Prior Resolutions”) that the District may issue additional parity bonds ranking on a basis of
parity and equality with the outstanding 1975, 1981, 1993, 1999 and 2001 Bonds (the “Prior
Bonds™) for the purpose of adding new water distribution system facilities to the System upon a
showing of compliance with the parity bond coverage test set forth in the 1999 Resolution, and it
has been determined by the Commission of the District that the District may now meet such
coverage test so that additional parity bonds, ranking on a parity with the Prior Bonds and styled
“Water System Revenue Bonds, Series 2005 (the “2005 Bonds”), may now be issued in the
amount of $350,000 for the purpose of financing a portion of the costs of major improvements
and additions to the water facilities heretofore approved by the Commission of the District (the
“Project™), all as more fully described in the plans and specifications heretofore prepared on
behalf of the District by Kenvirons, Inc., Frankfort, Kentucky, and on file in the office of the
District; and

WHEREAS, in proceedings before the Public Service Commission of Kentucky, the
District has obtained the right and authority to construct and operate major extensions and
additions to the System, and plans and specifications have heretofore been prepared by
Kenvirons, Inc., Frankfort, Kentucky, the District's consulting engineers, and approved by the
District's Commission and all state and other supervisory authorities having jurisdiction thereof;
and it is the opinion of the Commission of the District that it is feasible to undertake the
construction and installation of such new facilities at this time; and

WHEREAS, it has been determined upon the basis of public bids for construction duly
solicited in the manner required by law, and upon the basis of other costs and estimates, that the
aggregate of all costs and expenses in connection with the Project will be $2,173,300, and to
provide a portion of such funds the District has received from USDA an offer to make a loan to
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the District in the amount of $350,000 which, together with a Kentucky Tobacco Development
Fund Grant in the amount of $750,000, a HUD-CDBG Grant in the amount of $971,600, and a
District contribution in the amount of at least $101,700, will be sufficient to pay the estimated
costs and expenses; and

WHEREAS, it is now appropriate for the District to provide for borrowing the sum of
$350,000 through issuance and sale of its Water System Revenue Bonds, Series 2005 (the “2005
Bonds”), according to authority of Kentucky Revised Statutes (“KRS”) Chapters 74 and 106 and
the provisions of the Prior Resolutions permitting the issuance of parity bonds; and

WHEREAS, the Series 2005 Bonds will be payable as to both principal and interest
solely (except as to capitalized interest) from the income and revenues to be derived from the
operation of the System and will not constitute an indebtedness of the District within the
meaning of debt-limiting provisions of the Constitution of Kentucky;

NOW. THEREFORE, THE COMMISSION OF SOUTH ANDERSON WATER
DISTRICT DOES HEREBY RESOLVE AS FOLLOWS:

SECTION 1

AFFIRMATION OF PREAMBLE RECITALS;
AUTHORIZATION OF THE PROJECT;
DECLARATION OF NECESSITY

All statements and recitals set forth in the preamble of this Resolution, including the
terms defined therein, are hereby affirmed and adopted as a part of this Resolution.

It is hereby further determined and declared to be necessary in the interests of the general
welfare of the citizens and inhabitants of the District that the District undertake at this time the
construction and installation of major additions and extensions (the “Project”) to the District's
municipal water distribution system (the “System”), all substantially according to the plans,
specifications and designs prepared for the District by Kenvirons, Inc., Frankfort, Kentucky (the
“Engineers”), and on file with the District. Immediate undertaking of such construction and
installation is hereby authorized.

SECTION 2

PROJECT TO BE MUNICIPALLY
OWNED AND OPERATED

The construction and installation of the Project is undertaken by the District for public
purposes and the same shall constitute and be a part of the System, and so long as any of the
2005 Bonds hereinafter authorized, or bonds issued on a parity therewith, shall remain
outstanding and unpaid as to principal or interest, the System shall continue to be municipally
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owned, controlled, operated and maintained by the District for the security and source of payment
of the 2005 Bonds and all other parity bonds outstanding heretofore or hereafter issued. The
Project is to be constructed, installed and acquired and the System is to be operated pursuant to
the provisions of KRS Chapters 74 and 106, now in full force and effect.

SECTION 3

BOND ISSUE AUTHORIZED:;
CERTAIN TERMS AND DETAILS

(A) For the purpose of providing funds to defray the costs of the Project (to the extent
not otherwise provided to be paid), including all necessary and proper appurtenances, and
expenses incident thereto and incident to the issuance of the 2005 Bonds, there are hereby
authorized to be issued the District's Water System Revenue Bonds, Series 2005, in the principal
amount of $350,000 (the “2005 Bonds”), with reservation of right on the part of the District to
issue additional bonds in the future, payable from the income and revenues of the System, subject
to the conditions and restrictions hereinafter reaffirmed, readopted and set forth. The 2005
Bonds hereby authorized shall be offered at public sale as provided in Section 4 hereof and shall
be issuable in the form of a single fully registered bond as provided in Section 5 hereof.

The 2005 Bonds shall be dated as of the date of delivery to the original purchaser thereof;
shall mature as to principal in installments on January 1 in each of the years 2008 to 2045,
inclusive, as set forth in the schedule appearing below; and shall bear interest from their date
until payment of principal, such interest to the respective principal maturity dates to be payable
semiannually on January 1 and July 1 of each year, and such interest to be at such rate as may be
established by a supplemental Resolution upon the basis of competitive sale of the 2005 Bonds
as hereinafter provided. The installments of principal of 2005 Bonds, in fully registered form as
aforesaid, shall be as set forth in the following schedule:

Year Principal Year  Principal Year Principal
2008 $ 3,500 2021 § 6,500 2034 $ 11,500
2009 4,000 2022 7,000 2035 12,000
2010 4,000 2023 7,000 2036 12,500
2011 4,000 2024 7,500 2037 13,000
2012 4,500 2025 7,500 2038 13,500
2013 4,500 2026 8,000 2039 14,000
2014 5,000 2027 8,500 2040 14,500
2015 5,000 2028 9,000 2041 15,500
2016 5,500 2029 9,000 2042 16,000
2017 5,500 2030 9,500 2043 16,500
2018 5,500 2031 10,000 2044 17,500
2019 6,000 2032 10,500 2045 19,500
2020 6,000 2033 11,000
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The 2005 Bonds shall be issued as a single fully registered 2005 Bond, numbered R-1,
maturing in principal installments in annual amounts corresponding to the schedule immediately
above, provided, however, that installments of principal of 2005 Bonds maturing on and after
January 1, 2016, shall be subject to prepayment at the option of the District prior to maturity in
whole or from time to time in part in inverse order of maturities (less than all of a single maturity
to be selected by lot) on any interest payment date on and after July 1, 2015, upon terms of par
plus accrued interest without any prepayment premium, upon thirty (30) days' prior written notice
mailed to the registered holder or holders of the 2005 Bonds; provided, that so long as USDA is
the owner of any of the 2005 Bonds, the same may be prepaid in whole or in part at any time at
par plus accrued interest, and without notice or prepayment premium. The 2005 Bonds may be
prepaid only in increments of $500.

Both principal of and interest on the 2005 Bonds shall be payable, without deduction
for exchange or collection charges, in such coin or currency of the United States of America as at
the time of payment shall be legal tender for the payment of debts due the United States of
America, to the registered holder at the address shown on the registration books of the District or,
so long as USDA is the registered holder, at the office or address as may be designated by USDA
from time to time.

If any District officer whose signature appears on any 2005 Bond shall cease to be such
officer prior to delivery, such signature shall nevertheless be valid and binding for all purposes,
the same as if such officer had continued in office until the time of delivery of such 2005 Bond.
The 2005 Bonds, together with the Prior Bonds, and the interest thereon, and any bonds which
may hereafter be issued on a basis of parity therewith subject to the conditions and restrictions
hereinafter set forth, shall be payable only out of the Water System Bond and Interest Sinking
Fund created by the 1975 Resolution and continued by the remaining Prior Resolutions, and shall
be a valid claim of the holder thereof only against said Fund and the fixed portion or amount of
the revenues of the System which the District has pledged to said Fund, subject to the terms
hereof.

The District finds and declares that the 2005 Bonds shall rank on a basis of parity and
equality as to security and source of payment with the District's previously issued and
outstanding Prior Bonds inasmuch as the District is in compliance with all covenants and
undertakings in connection with the Prior Bonds.

SECTION 4

PROVISIONS RELATING TO SALE OF BOND ISSUE

The 2005 Bonds authorized by this Resolution shall be publicly offered for sale
according to a Notice of Sale of Bonds conforming to the requirements of KRS Chapter 424 (and
particularly KRS 424.140(3) and KRS 424.360), which shall be published one time, not less than
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seven (7) days nor more than twenty-one (21) days prior to the date therein specified (by and at
the discretion of the Chairman of the Commission of the District) for the opening and
consideration of purchase bids, in each of the following: (a) the legal newspaper published in
Anderson County, Kentucky, which is qualified under KRS 424.120 to publish advertisements
for the District; and (b) The Courier-Journal, Louisville, Kentucky, a legal newspaper having
statewide circulation.

Said Notice shall state the name and amount of 2005 Bonds to be sold, the time of the
sale and other details concerning the 2005 Bonds and the sale, and shall inform prospective
bidders that a copy of the Official Notice of Bond Sale, setting out the maturities, security of the
2005 Bonds, provisions as to redemption prior to maturity and related information, may be
obtained from the District. Such Official Notice shall contain, inter alia, substantially the
following bidding requirements:

(A) Bidders shall be limited to institutions or persons having knowledge and
experience in financial and business matters who are capable of evaluating the merits and risks of
the 2005 Bonds and who are not purchasing for more than one account and do not intend to
redistribute the 2005 Bonds. The District will make available to any such qualified bidder, upon
written request, any financial or other material information regarding the District and the System
in the District's possession. Bidders are required to bid a cash price of not less than par value for
the 2005 Bonds.

(B) Interest rate must be in a multiple of 1/8 or 1/10 of one percent.
(C) Bids will be considered only for the entire 2005 Bond issue.

(D) Bidders (except USDA) are required to deposit a good faith check by cashier's
check or certified check in the minimum amount of 2% of the face amount of the 2005 Bonds for
which the bid is submitted, which good faith deposit may be applied as partial payment for such
2005 Bonds, or as liquidated damage in the event that such bidder, if successful, fails to comply
with the terms of his bid.

(E) Preference in award will be given to the bid resulting in the lowest net interest cost
to the District.

(F) The lowest net interest cost will be determined by deducting the total amount of
any premium bid from the aggregate amount of interest upon the 2005 Bonds bid for, computed
from the first day of the month following the date of sale of the 2005 Bonds (even though the
2005 Bonds will bear interest only from the date of delivery) to the final maturity specified in
each bid.

(G) The District expects to deliver, and the successful bidder must be prepared to
accept delivery of and pay for, the 2005 Bonds at the office of the District within 45 days after
notice is given of the award. If the 2005 Bonds are not ready for delivery and payment within 45
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days from the aforesaid date of sale, the successful bidder shall be relieved of any liability to
accept delivery of the 2005 Bonds, except that 2005 Bonds purchased by any agency of the
federal government will be delivered to it at a place and time designated by such agency in
accordance with its established practices and procedures.

(H) The District reserves the right, in its discretion, to determine the best bid or bids, to
waive any informality or irregularity and to reject any or all bids.

(I) The District will furnish the 2005 Bonds, together with evidence of approval of the
2005 Bond issue by the Public Service Commission of Kentucky pursuant to the requirements of
KRS Chapter 278, and customary closing documents, including a no-litigation certificate.

() The successful bidder will receive the approving legal opinion of Ogden Newell &
Welch PLLC, Bond Counsel, Louisville, Kentucky, as to the legality of and tax-exempt status of
interest on the 2005 Bonds, without additional cost to the successful bidder.

In the event that there is no bid, or that all bids are rejected, the District may re-
advertise the sale pursuant to this Resolution.

Bond Counsel having submitted to the Commission of the District forms of the Notice
of Sale of Bonds and the Official Notice of Bond Sale, together with an Official Bid Form for use
by all bidders except USDA, said documents are hereby approved and authorized for use in
connection with the aforesaid sale of the 2005 Bonds.

SECTION 5

2005 BONDS TO BE ISSUED IN FULLY REGISTERED FORM:
FULLY REGISTERED BOND FORM

Upon the sale of the 2005 Bonds, the District shall issue a single fully registered 2005
Bond numbered R-1 (hereinafter referred to as the “Fully Registered Bond”). The Fully
Registered Bond shall be in the aggregate principal amount of the 2005 Bond issue, maturing as
to principal in installments as set out in Section 3 hereof. The Fully Registered Bond shall be of
type composition, on paper of sufficient weight and strength to prevent deterioration until the last
day of maturity of any installment of principal as stated therein, and shall conform in size to
standard practice. The Fully Registered Bond shall, upon execution on behalf of the District
(which execution shall be by manual signatures of the Chairman and Secretary of the
Commission, and actual impression of the corporate seal), constitute the Bond issue herein
authorized and referred to, and shall be non-negotiable, without interest coupons, registered as to
principal and interest, and payable as directed by the payee, and be in substantially the form
hereinafter set forth.

The District hereby directs that books for the registration and for the transfer of the
Fully Registered Bond shall be kept by the Secretary, who is hereby appointed-as Bond Registrar
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in connection with such Bond. The Fully Registered Bond shall be transferable only upon the
Bond Registrar's books at the request of the registered holder thereof in person or by his attorney
duly authorized in writing, upon surrender thereof together with a written instrument of transfer
satisfactory to the Bond Registrar duly executed by the registered holder or his duly authorized
attorney. Upon such transfer of the Fully Registered Bond, the Bond Registrar shall complete
(with the name of the transferee), date and execute the registration schedule appearing on the
Fully Registered Bond and deliver the Fully Registered Bond to such transferee. The person in
whose name the Fully Registered Bond shall be properly registered shall be deemed and regarded
as the absolute owner thereof for all purposes, and payment of either principal thereof or interest
thereon shall be made only to or upon the order of the registered holder thereof or his legal
representative, but such registration may be changed as hereinabove provided. All such
payments shall be valid and effectual to satisfy and discharge the liability upon the Fully
Registered Bond to the extent of the sum or sums so paid. The face amount of the Fully
Registered Bond, portions of which mature on different dates, will be reduced upon the payment
of each maturity, and the Secretary shall keep appropriate records of all payments (both principal
and interest) with respect to the Fully Registered Bond.

The Fully Registered Bond shall be in substantially the following form (with
appropriate insertions and modifications):

(FORM OF FULLY REGISTERED BOND)

UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY
SOUTH ANDERSON WATER DISTRICT
WATER SYSTEM REVENUE BOND, SERIES 2005

No. R-1 $350,000
KNOW ALIL MEN BY THESE PRESENTS:

That South Anderson Water District (the “District”), acting by and through its
Commission, a public body corporate created and existing pursuant to Chapter 74 of the
Kentucky Revised Statutes and situated in Anderson County, Kentucky, for value received,
hereby promises to pay to the registered holder hereof, as hereinafter provided, solely from the
special fund hereinafier identified, the sum of THREE HUNDRED FIFTY THOUSAND
DOLLARS ($350,000) on the first day of January in years and installments as follows:

Year Principal Year Principal Year Principal

(Here the printer will print the principal maturities for the Series 2005 Bonds)

without deduction for exchange or collection charges, in such coin or currency of the United
States of America as at the time of payment shall be legal tender for the payment of debts due the
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United States of America, and in like manner, solely from said special fund, to pay interest on the
balance of said principal sum from time to time remaining unpaid, without deduction for
exchange or collection charges and in like coin or currency, at the rate of
( %) per annum, semiannually on the first days of January and July in each year hereafter
until said sum is paid, except as the provisions hereinafter set forth with respect to prepayment
may be and become applicable hereto, both principal and interest being payable to the registered
holder hereof at the address shown on the registration books of the District or, so long as the
United States of America, Department of Agriculture, is the registered holder of this Bond, at the
office or address as may be designated by said Department of Agriculture from time to time.

This Bond is the Bond in fully registered form representing a total authorized issue of
Bonds in the principal amount of $350,000 issued by the District pursuant to the Constitution and
Statutes of the Commonwealth of Kentucky, including Chapters 74 and 106 of the Kentucky
Revised Statutes, and pursuant to a duly adopted Resolution of the District, for the purpose of
paying the costs (to the extent not otherwise provided to be paid) of the construction and
installation of major extensions and additions to the District's municipal water distribution
system (the “System”), together with appurtenant facilities, and incidental expenses.

This Bond and the issue which it represents, together with such additional bonds
ranking on a parity therewith as have heretofore been issued and are outstanding and as may
hereafter be issued and outstanding from time to time in accordance with the conditions and
restrictions set forth in the resolution authorizing the issuance of this Bond, are payable from and
secured by a pledge of a fixed portion of the income and revenues to be derived from the
operation of the System, which fixed portion shall be sufficient to pay the principal of and
interest on this Bond and the issue which it represents, and any outstanding parity bonds, as and
when the same shall become due and payable, and which shall be set aside as a special fund for
that purpose and identified as the “Water System Bond and Interest Sinking Fund.”

A statutory mortgage lien upon the System and appurtenant facilities, together with all
future additions and improvements thereto, and extensions thereof, is created by Section 106.080
of the Kentucky Revised Statutes and by the aforesaid Resolution for the benefit and protection
of the holder of this Bond, and the same shall remain in effect until payment in full of the
principal of and interest on this Bond.

This Bond does not in any manner constitute an indebtedness of the District within the
meaning of the Statutes and Constitution of Kentucky, and the District is not and shall not be
obligated to pay this Bond or the interest hereon except from said special fund. The District,
acting by and through its Commission, covenants that it will fix, and if necessary adjust from
time to time, such rates and charges for use of the services and facilities of the System and will
collect and account for the income and revenues therefrom sufficient to pay promptly the interest
on and principal of this issue of Bonds, and all other bonds ranking on a parity therewith as may
be issued and outstanding from time to time in accordance with the conditions and restrictions

prescribed in that connection, as well as to pay the costs of operation and maintenance of the
System.
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This Bond shall be registered as to principal and interest in the name of the holder
hereof, after which it shall be transferable only upon presentation to the Secretary of the District,
as the Bond Registrar, with a written transfer duly acknowledged by the registered holder or his
duly authorized attorney, which transfer shall be noted upon this Bond and upon the books of the
District kept for that purpose.

The District, at its option, shall have the right to prepay, on any interest payment date
on and after July 1, 2015, in the inverse chronological order of the installments due on this Bond,
the entire principal amount of this Bond then remaining unpaid, or such lesser portion thereof in
multiples of Five Hundred Dollars ($500) as the District may determine, at a price in an amount
equivalent to the principal amount to be prepaid plus accrued interest to the date of prepayment,
without any prepayment premium. Notice of such prepayment shall be given by registered mail
to the registered holder of the Bond at least thirty (30) days prior to the date fixed for
prepayment. Provided, however, that so long as the United States of America, Department of
Agriculture, is the registered holder of this Bond, this Bond may be prepaid at any time in whole
or in part, at par or face value and without notice or prepayment premium.

Upon default in the payment of any principal or interest payment on this Bond or upon
failure by the District to comply with any other provisions of this Bond or with the provisions of
the resolution authorizing the issuance of this Bond, the registered holder may, at his option,
institute proceedings to enforce all rights and remedies provided by law or by said resolution.

This Bond is exempt from ad valorem taxation in the Commonwealth of Kentucky.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions
and things required to exist, happen and be performed precedent to and in the issuance of this
Bond do exist, have happened and have been performed in due time, form and manner as
required by law, and that the face amount of this Bond, being the total authorized amount of
Bonds of the issue which this Bond represents, together with all other obligations of the District,
does not exceed any limit prescribed by the Constitution or Statutes of the Commonwealth of
Kentucky.

IN WITNESS WHEREOF, the South Anderson Water District, in the Commonwealth
of Kentucky, by its Commission, has caused this Bond to be executed by the Chairman of its

Commission, attested by the Secretary, and its corporate seal to be hereunto affixed, on the date
of this Bond, which is

SOUTH ANDERSON WATER DISTRICT
Aftest:

By

Chairman of the Commission

Secretary
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(Seal of District)

PROVISION FOR REGISTRATION

This Bond shall be registered on the books of the South Anderson Water District kept
for that purpose by the Secretary, as Bond Registrar, upon presentation hereof to the Secretary,
who shall make notation of such registration in the registration blank, and this Bond may
thereafter be transferred only upon written transfer acknowledged by the registered holder or his
attorney, such transfer to be made on said books and endorsed hereon.

(FORM OF REGISTRATION)
Signature of the
Date of Name of Water District's
Registration Registered Holder Bond Registrar
United States of America
Department of Agriculture
State Office

771 Corporate Dr., Suite 200
Lexington, Kentucky 40503*

*(To be inserted if USDA purchases the 2005 Bonds)

SECTION 6

DISPOSITION OF 2005 BOND PROCEEDS:; CONSTRUCTION FUND

The Secretary of the District shall be the custodian of all funds belonging to and
associated with the System, as expanded and improved from time to time, and such funds shall
be deposited in such bank or banks in Kentucky as the Commission of the District may from time
to time designate (hereinafter sometimes referred to, singularly and collectively, as the
“Depository Bank™). All such moneys of the District deposited in the Depository Bank in excess
of the amount insured by the Federal Deposit Insurance Corporation (“FDIC”) shall be secured
by the Depository Bank in accordance with U. S. Treasury Department Circular No. 176. The
Secretary shall execute a fidelity bond in an amount and with a surety company approved by
USDA so long as it is the holder of any of the 2005 Bonds; and USDA and the District shall be
named co-obligees in such surety bond, and the amount thereof shall not be reduced without the
written consent of USDA. The proceeds of the 2005 Bonds shall be applied as follows:

Upon the issuance and delivery of the 2005 Bonds authorized by this Resolution, the
entire proceeds thereof shall be deposited in an account designated “South Anderson Water
District 2005 Construction Fund” (the “Construction Fund”), hereby created. The 2005 Bond
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proceeds shall constitute a part of the Construction Fund and shall be applied, to the extent
necessary, in paying the costs incident to constructing, installing and acquiring the Project,
including expenses incurred in the issuance of the 2005 Bonds and paying interim financing
obligations (both principal and interest) incurred in connection with the Project as authorized by
a separate interim financing Resolution of the Commission of the District; provided, however,
any 2005 Bond proceeds so used to pay such interim financing obligations may be disbursed
directly to the appropriate lending institution(s) without the requirement of being deposited to the
Construction Fund.

A sum in the Construction Fund estimated to be equal to interest which will accrue on
the 2005 Bonds (following delivery thereof) during construction and development of the Project
shall be earmarked, used and applied to the payment of interest on the 2005 Bonds next
becoming due.

Disbursements from the Construction Fund shall be made by checks signed by the
District Secretary, and such disbursements shall be authorized and approved in writing by the
District Chairman and Secretary and, if USDA is the purchaser of the 2005 Bonds, by USDA (if
USDA so requires). Reference is made in this connection to the provisions of the separate
interim financing Resolution adopted concurrently herewith.

Pending disbursement, the 2005 Bond proceeds shall be deposited, as aforesaid, in the
Construction Fund, and to the extent that such deposit causes the aggregate deposits by the
District in the Depository Bank to be in excess of the amount insured by FDIC, the same shall be
secured by a surety bond or bonds furnished by a surety company or companies qualified to do
business in Kentucky and approved by the Commission of the District, or by a valid pledge of
direct obligations of the United States Government, or obligations as to which the payment of
principal and interest are guaranteed by the United States Government, having a market value at
least equivalent to such deposit.

Where the moneys on deposit in the Construction Fund exceed the estimated
disbursements on account of the Project for the next 60 days, the District shall direct the
Depository Bank to invest such excess funds in direct obligations of, or obligations the principal
of and interest on which are guaranteed by, the United States Government, which shall mature
not later than six months after the date of such investment and which shall be subject to
redemption at any time by the holder thereof. The earnings from any such investments shall be
deposited in the Construction Fund by the District, unless otherwise authorized by USDA.

In the event any unexpected balance shall remain in the Construction Fund after
completion of the Project, and payment of all of the costs thereof, as certified by the Engineers,
such unexpended balance, subject to the terms and conditions of the aforesaid USDA loan, and to
USDA approval, shall be transferred and deposited in the Water System Bond and Interest
Sinking Fund, hereinafter referred to, and shall be used at the earliest practicable date for the
retirement of 2005 Bonds by purchase thereof (or principal prepayment) in inverse order of
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maturities or established annual payment amounts, and in proportion to the principal amount of
the series (insofar as practicable).

In the event that the amount hereinabove provided to be set aside from 2005 Bond
proceeds for payment for interest during the construction and development of the Project should
prove to be insufficient for such purpose, additional moneys may, upon approval by USDA, be
withdrawn from the Construction Fund and so applied, inasmuch as interest during such period is
a proper part of the cost of the Project, to the extent authorized by USDA.

Pending disbursements for the authorized purposes, the proceeds of all 2005 Bonds at
any time issued pursuant to this Resolution shall be subject to a first and paramount lien and
charge in favor of the holders of 2005 Bonds issued and outstanding hereunder and for their
further security.

SECTION 7

OPERATION OF SYSTEM; FLOW
OF FUNDS; ACCUMULATION OF REVENUES

From and after issuance and delivery of the 2005 Bonds, and so long as any of the 2005
Bonds or parity bonds remain outstanding and unpaid, the System shall continue to be operated
on a fiscal year basis beginning each January 1 and ending on the last day of the next December,
as at present, and on that basis the income and revenues of the System shall be collected,
segregated, accounted for and distributed as follows:

A separate and special fund or account of the District, distinct and apart from all other
funds and accounts, was created by the 1975 Resolution and designated and identified as the
District's “Water Revenue Fund” (the “Revenue Fund”), which shall continue to be maintained
by the District, and into which shall be deposited all income and revenues of the System (to the
extent not otherwise provided to be deposited hereinafter). The moneys in the Revenue Fund
from time to time shall be used and disbursed and applied by the District, as permitted by
applicable statutes, as follows:

(A) A separate and special fund or account of the District, distinct and apart from all
other funds and accounts, was created in and by the 1975 Resolution and designated and
identified as the District’s “Water System Bond and Interest Sinking Fund” (the “Bond Fund”),
which shall continue to be maintained so long as any of the Prior Bonds, the 2005 Bonds or
parity bonds herein permitted to be issued are outstanding; and all moneys deposited therein from
time to time shall be used and disbursed and applied, and are hereby irrevocably pledged, solely
for the purpose of paying the principal of and interest on the Prior Bonds, the 2005 Bonds and
any parity bonds hereafter issued and outstanding pursuant to the provisions of this Resolution..

There shall continue to be set aside and transferred on or before the 20th day of each
month from the Revenue Fund, as a first charge thereon, and deposited in the Bond Fund sums
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sufficient to pay when due the principal and interest requirements on the Prior Bonds, the 2005
Bonds and any parity bonds. Specifically, there shall be paid into the Bond Fund on or before the
20th day of each month, on account of the Prior Bonds and the 2005 Bonds, not less than the
following:

(i)  a sum which together with other funds available in the Bond Fund for such purpose
will be equal to one-sixth (1/6) of the next succeeding interest installment to become
due on all Prior Bonds and 2005 Bonds then outstanding; and

(i)  a sum which together with other funds available in the Bond Fund for such purpose
will be equal to one-twelfth (1/12) of the principal of all Prior Bonds and 2005
Bonds maturing on the next succeeding January 1.

In the event additional parity bonds are issued pursuant to the conditions and
restrictions hereinafter prescribed in that connection, the monthly deposits to the Bond Fund shall
be increased to provide for payment of interest thereon and the principal thereof as the same
respectively become due.

If for any reason there should be a failure to pay into the Bond Fund the full amounts
above stipulated, then an amount equivalent to such deficiency shall be set apart and paid into the
Bond Fund from the first available income and revenues of the System, subject to the aforesaid
priorities.

No further payments need be made into the Bond Fund if and when the amount held
therein and in the Debt Service Reserve Fund hereinafter created is at least equal to the amount
required to retire all outstanding Prior Bonds and 2005 Bonds and parity bonds and paying all
interest that will accrue thereon.

(B) A separate and special fund or account of the District, distinct and apart from all
other funds and accounts, is hereby created and designated and identified as the “Water System
Revenue Bond Debt Service Reserve Fund” (the “Debt Service Reserve Fund”), which shall be
maintained so long as there are outstanding any parity bonds herein permitted to be issued on a
parity with the Prior Bonds and 2005 Bonds, except those parity bonds the original purchaser or
purchasers of which have waived the benefit of, and any claim to, the Debt Service Reserve
Fund. Parity bonds which may be issued and outstanding from time to time as hereinafter
permitted and with respect to which the original purchaser or purchasers have not waived the
benefit of and claim to the Debt Service Reserve Fund are hereafter referred to as “qualified
parity bonds.” The purchaser of the Prior Bonds other than the 1999 Bonds, by its acceptance of
the Prior Bonds other than the 1999 Bonds, has been, and the purchaser of the 2005 Bonds shall
be, deemed to have elected, for itself and on behalf of all subsequent holders of the Prior Bonds
other than the 1999 Bonds, to waive the benefit of and any claim to the Debt Service Reserve
Fund, which presently secures only the 1999 Bonds.
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All moneys deposited in the Debt Service Reserve Fund from time to time shall be held
and applied, and are hereby irrevocably pledged, solely for the purpose of paying the principal of
and interest on the outstanding qualified parity bonds, if any, if and to the extent insufficient
funds are available therefor in the Bond Fund. Whenever the amount in the Debt Service
Reserve Fund is less than the Reserve Amount, hereinafter defined, the amount necessary to
restore the balance in the Debt Service Reserve Fund to the Reserve Amount shall be paid into
the Debt Service Reserve Fund in thirty-six (36) equal monthly installments, each payable on the
twentieth (20th) day of the month (except that when the twentieth (20th) day of any month shall
be a Sunday or a legal holiday, then such payment shall be made on the next succeeding business
day) from the Revenue Fund, after making the deposits set out in subsection (B) above, until the
Reserve Amount is on deposit in the Debt Service Reserve Fund. The term “Reserve Amount”
as used herein means an amount of money equal to the lesser of (i) the maximum principal and
interest requirement on the outstanding qualified parity bonds in any year ending January 1, (ii)
and amount equal to 125% of the average annual debt service on the outstanding qualified parity
bonds in any year ending January 1, and (iii) an amount equal to 10% of the proceeds of all such
qualified parity bonds within the meaning of Section 148(d) of the United States Internal
Revenue Code of 1986, as amended.

Any amount in the Debt Service Reserve Fund in excess of the Reserve Amount shall
be transferred to the Bond Fund and applied as credit against payments into the Bond Fund from
the Revenue Fund on a monthly basis as described in the foregoing subsection (A).

(C) All moneys held in the Revenue Fund, the Bond Fund and the Debt Service Reserve
Fund shall be deposited in a bank or banks which are members of the Federal Deposit Insurance
Corporation (“FDIC”) selected by the District from time to time (in each case, a “Depository
Bank™), and all such deposits which cause the aggregate deposits of the District in any one
Depository Bank to be in excess of the amount insured by FDIC shall be continuously secured by
a valid pledge of direct obligations of the United States of America having an equivalent market
value. All or any part of the Revenue Fund and the Bond Fund may, and the Debt Service
Reserve Fund shall, be invested in Investment Obligations, as hereinafter defined, maturing or
being subject to retirement at the option of the holder on such dates as the same may be needed
for meeting interest and/or principal payments, and all such investments shall be carried to the
credit of the Fund which supplied the funds for such investments, and the income from such
investments shall be credited to the Bond Fund; provided, however, if the amount in the Debt
Service Reserve Fund is less than the Reserve Amount, income from investments in the Debt
Service Reserve Fund shall be credited to the Debt Service Reserve Fund until the Reserve
Amount is accumulated therein. Investment Obligations in the Debt Service Reserve Fund shall
be valued at cost.

Investment income accruing to.the Bond Fund shall be credited against payments into
the Bond Fund from the Revenue Fund on a monthly basis as set out in the foregoing subsection
(A) hereof.

19



As used in this Resolution, the term “Investment Obligations” shall mean any of the
following, if and to the extent the following are legal investments for the moneys held in the
funds and accounts established pursuant to this Resolution: (i) general obligations of, or
obligations the payment of the principal of and interest on which are unconditionally guaranteed
by, the United States of America, and any certificate or other evidence of an ownership interest in
any such securities or in specified portions thereof consisting of the principal thereof or the
interest thereon or any combination thereof; (ii) obligations of any agency or instrumentality of
the United States of America the payment of principal of and interest on which is backed by the
full faith and credit of the United States of America; (iii) savings accounts, interest-bearing time
deposits or certificates of deposit in any national bank or bank chartered in Kentucky authorized
to engage in the banking business the deposits of which shall be insured by the Federal Deposit
Insurance Corporation (“FDIC”) and having a combined capital and surplus aggregating not less
than Two Million Dollars ($2,000,000); provided, however, that each such deposit shall be
continuously secured (to the extent not insured by FDIC) by lodging with a separate bank or trust
company approved by the District, as custodian, collateral security in the form of obligations
described in (i) or (ii) above having a market value (exclusive of accrued interest) at all times not
less than the amount of such deposit (to the extent not insured by FDIC), which collateral
security shall be valued by the District at least annually and must be unencumbered and not
otherwise pledged and shall be subject to a perfected first lien for the benefit of the District; (iv)
repurchase agreements with banks described in (iii) above, continuously secured as provided in
(iii) above; (v) money market funds composed of securities described in (i) and (ii) above and
rated AAA (or the equivalent thereof) by Standard and Poor's Ratings Services or Moody's
Investors Service, Inc., provided that any such investment in money market funds shall not
exceed six (6) months in duration; and (vi) bonds, notes or certificates of indebtedness of the
Commonwealth of Kentucky and its agencies and instrumentalities.

(D) A separate and special fund or account of the District was created by the 1975
Resolution designated and identified as the District's “Water Depreciation Fund” (the
“Depreciation Fund”). After observing the priority of deposits set forth in (A) through (C)
above, which are cumulative, there shall be set apart and paid into the Depreciation Fund each
month not less than $1,755 (or more, if fixed by Resolution of the Commission of the District)
from the remaining funds in the Revenue Fund, such monthly deposits to continue so long as any
bonds payable from the income and revenues of the System remain outstanding and unpaid or
until a minimum balance of $213,600 is reached.

In addition to the above deposits from the Revenue Fund, there shall also be deposited
in the Depreciation Fund, as received, the proceeds of all property damage insurance (except
public liability) maintained in connection with the System, and the cash proceeds of any surplus,
worn-out or obsolescent properties of the System, if the same be sold upon order of the
Commission of the District. Any fees which may be levied and collected by the Commission of
the District for the privilege of connecting to the System (excluding initial deposits received in
aid of a particular project) shall be paid, as received, into the Depreciation Fund.
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The Depreciation Fund shall be available and may be withdrawn and used by the
District, upon appropriate certification as to the authorization for such withdrawal, for the
purpose of paying the cost of unusual or extraordinary maintenance, repairs, renewals or
replacements, not included in the Annual Budget of Current Expenses (as defined in Section 8
hereof), and the cost of constructing additions and improvements to the System which will either
enhance its revenue-producing capacity or provide a higher degree of service. The Depreciation
Fund shall also be available for transfer to the Bond Fund in order to avoid default in connection
with any bonds payable from the Bond Fund or to redeem or purchase Prior Bonds, 2005 Bonds
or parity bonds in advance of maturity.

At any time when the accumulations in the Depreciation Fund shall exceed the
anticipated current needs for authorized purposes, all or any portion of such excess may be
invested and reinvested upon order of the Commission in Investment Obligations (as described in
subsection (C) of this Section) maturing or subject to redemption at the option of the holder not
later than the time anticipated to be needed by the District, but in any event not later than five (5)
years after the date of investment; but as and when funds may be required for authorized
purposes a sufficient portion thereof shall be converted into cash and so applied. All investments
of money in the Depreciation Fund shall be carried to the credit of the Depreciation Fund; all
income from investments and any profit from the sale thereof shall be credited thereto; and any
expenses incident to investment or reinvestment, together with any loss from forced conversion
of investments into cash, shall be charged thereto.

(E) A separate and special fund or account of the District was created by the 1975
Resolution designated the District's “Operation and Maintenance Fund” (the “Operation and
Maintenance Fund”), which shall continue to be maintained for the benefit of the System and all
bonds payable from the income and revenues of the System. The District covenants that it will
transfer monthly from the moneys in the Revenue Fund, after making the transfers required by
(A) through (D) above, to the Operation and Maintenance Fund sums sufficient to pay as they
accrue the Current Expenses of operating and maintaining the System pursuant to the Annual
Budget, for which provision is hereafter made, and to accrue an operation and maintenance
reserve not in excess of anticipated requirements for a two-month period pursuant to the Annual
Budget.

At any time when the accumulations in the Operation and Maintenance Fund shall
exceed the anticipated current needs for authorized purposes, all or any portion of such excess
may be invested and reinvested upon order of the Commission in Investment Obligations (as
described in subsection (C) of this Section) maturing or subject to redemption at the option of the
holder not later than the time anticipated to be needed by the District, but in any event not later
than ninety (90) days after the date of investment; but as and when funds may be required for
authorized purposes a sufficient portion thereof shall be converted into cash and so applied. All
investments of money in the Operation and Maintenance Fund shall be carried to the credit of the
Operation and Maintenance Fund; all income from investments and any profit from the sale
thereof shall be credited thereto; and any expenses incident to investment or reinvestment,
together with any loss from forced conversion of investments into cash, shall be charged thereto.
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(F) Subject to the provisions of subsections (A) through (E) above, which are
cumulative, and after paying or providing for the payment of debt service on any subordinate
obligations, there shall be transferred within sixty (60) days after the end of each fiscal year the
balance of excess funds in the Revenue Fund on such date to the Depreciation Fund.

* * *

All payments into the above special funds shall be made on or before the twentieth
(20th) day of each month, except that when the twentieth (20th) day of any month shall be a
Sunday or a legal holiday, then such payment shall be made on the next succeeding business day.

All moneys held in any of the above special funds shall be kept apart from all other
District funds and shall be deposited in one or more Depository Bank, and all such deposits
which cause the aggregate of all deposits of the District in any Depository Bank to be in excess
of the amount secured by FDIC shall (unless invested as herein authorized) be secured by a
pledge of direct obligations or by guaranteed bonds or securities of the United States Government
having a market value at least equivalent to such excess deposit.

SECTION 8

COVENANTS TO BONDHOLDERS

The District hereby irrevocably covenants and agrees with the holder or holders of any
and all 2005 Bonds and parity bonds at any time issued and outstanding pursuant to authority of
this Resolution that so long as the same or any part thereof or interest thereon remain outstanding
and unpaid:

(A) It will faithfully and punctually perform all duties with reference to the
System required by the Constitution and laws of the Commonwealth of Kentucky, and by
the terms and provisions of this Resolution.

(B) It will at all times operate the System on a revenue-producing basis, and will
permit no free services to be rendered or afforded thereby.

(C) It will maintain the System in good condition through application of revenues
accumulated and set aside for operation and maintenance, as herein provided; and will
make unusual or extraordinary repairs, renewals and replacements, as the same may be
required, through application of revenues accumulated and set aside for such purposes.

(D) So long as any of the 2005 Bonds are outstanding, it will not sell or otherwise
dispose of any of the System facilities or any part thereof, and, except as provided for in
this Resolution, it will not create or permit to be created any charge or lien on the
revenues thereof ranking equal or prior to the charge or lien of the 2005 Bonds.
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Notwithstanding the foregoing, the District may at any time permanently abandon the use
of, or sell at fair market value, any of its System facilities, provided that:

(1) it is in compliance with all covenants and undertakings in connection
with all of its bonds then outstanding and payable from the revenues of the
System,;

(i) it will, in the event of sale, apply the proceeds to either (1) redemption
of outstanding 2005 Bonds or parity bonds in accordance with the provisions
governing prepayment of bonds in advance of maturity, or (2) replacement of
the facility so disposed of by another facility the revenues of which shall be
incorporated into the System as hereinbefore provided;

(iii) it certifies, prior to any abandonment of use, that the facility to be
abandoned is no longer economically feasible of producing net revenues; and

(iv) notwithstanding all of the foregoing, no such sale, abandonment or
transfer of System facilities shall be made so long as USDA owns any of the
2005 Bonds, without the written consent and approval of USDA.

(E) It will establish, enforce and collect rates and charges for services rendered
and facilities afforded by the System; and the same shall be reasonable and just, taking
into account and consideration the cost and value of the System, the costs of operating the
same and maintaining it in a good state of repair, proper and necessary allowances for
depreciation and for additions and extensions, and the amounts necessary for the orderly
retirement of all outstanding bonds as aforesaid and the accruing interest thereon, and the
accumulation of any required reserves; and such rates and charges shall be adequate to
meet all such requirements as provided in this Resolution and shall, if necessary, be
adjusted from time to time in order to comply herewith; and such rates and charges shall
be adequate to provide 1.20 times coverage of average annual principal and interest on all
bonds payable from the Bond Fund. :

On or before the date of issuance of the 2005 Bonds, the District will adopt a
Budget of Current Expenses for the System for the remainder of the then current fiscal
year of the System, and thereafter, on or before the first day of each fiscal year so long as
any 2005 Bonds are outstanding, it will adopt an Annual Budget of Current Expenses for
the ensuing fiscal year, and will file a copy of each such Budget, and of any amendments
thereto, in the office of the Secretary of the District, and so long as USDA owns any of the
Prior Bonds or parity bonds, will file a copy thereof with USDA and will furnish copies
thereof to the holder of any 2005 Bond upon written request. The term “Current
Expenses,” as herein used, includes all reasonable and necessary costs of operating,
repairing, maintaining, and insuring the System, but shall exclude any allowance for
depreciation, payments into the Depreciation Fund for extensions, improvements and
extraordinary repairs and maintenance, and payments into the Bond Fund and the Debt
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Service Reserve Fund. The District covenants that the Current Expenses incurred in any
year will not exceed the reasonable and necessary amounts therefor, and that it will not
expend any amount or incur any obligations for operation, maintenance and repairs in
excess of the amounts provided for Current Expenses in the Annual Budget, except upon
resolution duly adopted by the Commission of the District determining that such expenses
are necessary in order to operate and maintain the System. At the same time, and in like
manner, the District agrees that it will prepare an estimate of gross revenues to be derived
from operation of the System for each fiscal year, and to the extent that said gross
revenues are insufficient to provide for of all payments required to be made into the Bond
Fund and the Debt Service Reserve Fund during such ensuing fiscal year, and to make
required payments into the Depreciation Fund and the Operation and Maintenance Fund,
the District covenants and agrees that it will revise its rates and charges for services
rendered by the System, so that the same will be adequate to meet all of such
requirements.

(F) It will not at any time make any reduction in any prevailing schedule of rates
and charges for use of the services and facilities of the System without first obtaining the
written determination of a consulting engineer of national reputation that the proposed
reduction will not adversely affect the ability of the District to meet all the requirements
set forth in this Resolution.

(G) It will at all times segregate the revenues of the System from all other
revenues, moneys and funds of the District, and will promptly and regularly make
application and distribution thereof into the special funds provided in this Resolution, in
the amounts and with due regard for the priorities herein attributed thereto.

(H) It will keep proper books of record and account, separate and clearly
distinguishable from all other municipal records and accounts, showing complete and
correct entries of all transactions relating to the System, and the same shall be available
and open to inspection upon reasonable written notice by any 2005 Bondholder, and any
agent or representative of a 2005 Bondholder.

(D) It will, within ninety (90) days after the end of each fiscal year, cause an audit
to be made of the books of record and account pertinent to the System, by an independent
state-licensed certified public accountant not in the employ of the District on a monthly
salary basis, showing all receipts and disbursements, and reflecting in reasonable detail the
financial condition and records of the System, including the status of the several .funds
hereinbefore created and continued, the status of the insurance and fidelity bonding, the
number and type of connections, and the current rates and charges, with comments of the
auditor concerning whether the books and records are being kept in compliance with this
Resolution and in accordance with recognized accounting practices, and will promptly
cause a copy of the Audit Report to be filed in the office of the Secretary where it will be
available for public inspection, and will promptly mail a copy thereof to USDA and to any
holder of 2005 Bonds upon written request. If requested in writing to do so, the District
will furnish to any bondholder a condensed form of the balance sheet, and a condensed
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form of the operating report, in reasonable detail. All expenses incurred in causing such
audits to be made, and copies distributed, shall constitute proper expenses of operating
and maintaining the System, and may be paid from revenues allocated for such purposes,
as herein provided. Provided, so long as USDA holds any of the bonds of the District, the
District shall furnish operating and other financial statements in such form and substance
and for such periods as may be requested by USDA. ‘

() Any holder of 2005 Bonds may either at law or in equity, by suit, action,
mandamus or other proceedings, enforce and compel performance by the District and its
officers and agents of all duties imposed or required by law or this Resolution in
connection with the operation of the System, including the making and collecting of
sufficient rates and segregation of the revenues and application thereof. '

(K) If there be any default in the payment of the principal of or interest on any of
the 2005 Bonds, then upon the filing of suit by any holder of the 2005 Bonds, any court
having jurisdiction of the action may appoint a receiver to administer the System on behalf
of the District, with power to charge and collect rates sufficient to provide for the payment
of any bonds or obligations outstanding against the System, and for the payment of
Current Expenses, and to apply the revenues in conformity with this Resolution and the
provisions of said statute laws of Kentucky aforesaid.

(L) The District will cause each officer or other person (other than Depository
Banks) having custody of any moneys administered under the provisions of this
Resolution to be bonded at all times in an amount at least equal to the maximum amount
of such moneys in his custody at any time; each such bond to have surety given by a surety
corporation qualified to do business in Kentucky and approved by the Commission, and
the premiums for such surety shall constitute a proper expense of operating the System,
and may be paid from moneys available in the Operation and Maintenance Fund.

(M) Tt will procure, and at all times maintain in force, insurance of all insurable
properties constituting parts of, or being appurtenant to, the System to the full insurable
value thereof, against damage or destruction by fire, windstorm, and the hazards covered
by the standard “extended coverage” policy endorsements or provisions, the premiums
therefor to be paid from the Operation and Maintenance Fund; and will deposit all sums
collected under the terms of such policies in the Depreciation Fund. Such insurance shall
be in amounts sufficient to provide for not less than full recovery whenever a loss from
perils insured against does not exceed eighty percentum (80%) of the full insurable value
of the damaged facility.

(N) The District will procure and at all times maintain public liability insurance
relating to the operation of the System, with limits of not less than $200,000 for one
person and $500,000 for more than one person involved in one accident to protect the
District from claims for bodily injury and/or death; and not less than $100,000 from claims
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for damage to property of others which may arise from the District's operation of the
System.

(O) The District will carry suitable workers' compensation insurance in
accordance with law.

(P) If the District owns or operates a vehicle in the operation of the System, the
District will procure and at all times maintain vehicular public liability insurance with
limits of not less than $200,000 for one person and $500,000 for more than one person
involved in one accident to protect the District from claims for bodily injury and/or death,
and not less than $100,000 against claims for damage to property of others which may
arise from the District's operation of vehicles. Provided, notwithstanding (M), (N), (O)
and (P) above, that so long as USDA holds any bonds of the District, the District will
procure and maintain insurance of such types and amounts as USDA may specify.

(Q) So long as USDA is the holder of any bonds of the District, the District shall
not issue any bonds or other obligations for the purpose of defeasing or otherwise
terminating the lien of such bonds held by USDA without immediately prepaying all of
such bonds held by USDA the lien of which is being so defeased or terminated.

SECTION 9

PARITY BONDS PERMITTED; TERMS

The 2005 Bonds and outstanding parity bonds, together with any additional parity bonds
issued under the restrictions and conditions hereinafter set forth, shall not be entitled to. priority
one over the other in the application of the income and revenues of the System regardless of the
time or times of their issuance, it being the intention that there shall be no priority among such
bonds, regardless of the fact that they may be actually issued and delivered at different times.

The District hereby reserves the right and privilege of issuing additional bonds from time
to time payable from the income and revenues of the System ranking on a parity with the 2005
Bonds and any outstanding parity bonds (herein sometimes referred to as “additional parity
bonds™) in order to pay the costs of extensions, additions and improvements to the System,
provided that (a) the written consent of the holders of all 2005 Bonds and any outstanding parity
bonds is obtained or (b) either of the conditions set forth in (i) or (ii) below is met:

(i) The net income and revenues of the System for the fiscal year preceding the year in
which such additional parity bonds are to be issued were at least 120% of the maximum
annual debt service requirement (principal and interest) for any year ending January 1 with
respect to all 2005 Bonds and parity bonds which are then outstanding and the additional
parity bonds then proposed to be issued. The term “net income and revenues” as herein
used is defined as gross income and revenues of the System (including all payments to the
Revenue Fund and interest earnings accruing to the Bond Fund, the Depreciation Fund and
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the Operation and Maintenance Fund) less the sum of Current Expenses as defined in
subsection (E) of Section 8 hereof. Such showing of net income and revenues for such
preceding fiscal year may be represented by the report of the auditors.

(i1) A statement is filed with the Secretary of the District by (a) an independent certified
public accountant or firm of certified public accountants not in the regular employ of the
District on a monthly salary basis or (b) an independent professional engineer or firm or
firms of professional engineers not in the employ of the District on a monthly salary basis
and of recognized expertise and good reputation in the field of water engineering and
licensed in Kentucky, reciting the opinion based upon necessary investigation that the net
income and revenues of the System as defined in (i) above for twelve (12) consecutive
months out of the eighteen (18) months preceding the issuance of said additional parity
bonds (with adjustments as hereinafter provided) were equal to at least 120% of the
maximum annual debt service requirement (principal and interest) for any year ending
January 1 with respect to the 2005 Bonds and any parity bonds then outstanding and the
proposed additional parity bonds. The net income and revenues may be adjusted for the
purpose of the foregoing computations to reflect any revision in the schedule of rates or
charges being imposed at the time of the issuance of any such additional parity bonds, and
also to reflect any increase in such net income and revenues by reason of the extensions,
additions and improvements to the System the cost of which (in whole or in part) is to be
paid through the issuance of such additional parity bonds; but such latter adjustments shall
only be made if contracts for the immediate construction or acquisition of such extensions,
additions and improvements have been or will be entered into prior to the issuance of such
additional parity bonds. All such adjustments to reflect any revision of rates and charges
or an increase in net income and revenues by reason of extensions, additions and
improvements to the System as aforesaid shall be based upon written certification by (a) an
independent professional engineer or firm of professional engineers not in the employ of
the District on a monthly salary basis and of recognized expertise and good reputation in
the field of water engineering and licensed in Kentucky or (b) an independent certified
public accountant or firm of certified public accountants not in the employ of the District
on a monthly salary basis.

The District hereby further reserves the right and privilege of issuing additional parity
bonds for the purpose of refunding the 2005 Bonds and any parity bonds, or any portion thereof,
as may be outstanding, provided that before any additional parity bonds are issued for such
purpose, there shall have been procured and filed with the Secretary of the District either (a) the
written consent of the holders of all 2005 Bonds and any outstanding parity bonds (other than the
bonds being refunded) to such issuance or (b) a statement by an independent certified public
accountant or firm of independent certified public accountants reciting the opinion based upon
necessary investigation that after the issuance of such additional parity bonds, the net income and
revenues, as adjusted and defined above, of the System for the fiscal year preceding the date of
issuance of such additional parity bonds, after taking into account the revised maximum annual
debt service resulting from the issuance of such additional parity bonds and from the elimination
of the bonds being refunded thereby, are equal to not less than 120% of the maximum annual debt
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service requirement for any year ending January 1 with respect to the 2005 Bonds and any parity
bonds then outstanding and the proposed additional parity bonds and calculated in the manner
specified above.

The original purchaser or purchasers of a series of additional parity bonds may waive the
benefit of and any claim to the Debt Service Reserve Fund, in which event such bonds shall not be
secured by or payable from the Debt Service Reserve Fund; and the District may make it a
condition to the original sale of any series of additional parity bonds that the purchaser or
purchasers thereof, by offering to purchase or by purchasing the same, has agreed to such waiver.

The interest payment dates for all such additional parity bonds shall be semiannually on
January 1 of July 1 of each year, and the principal maturities thereof shall be on January 1 of the
year in which any such principal is scheduled to become due.

The additional parity bonds, the issuance of which is restricted and conditioned by this
Section, shall be understood to mean bonds payable from the income and revenues of the System
on a parity with the 2005 Bonds and outstanding parity bonds, and shall not be deemed to include
or prohibit the issuance of other obligations the security and source of payment of which is
subordinate and subject to the priority of the payments into the Bond Fund for account of the 2005
Bonds and any parity bonds, and into the Debt Service Reserve Fund for the account of the 1999
Bonds.

SECTION 10

PROVISIONS OF RESOLUTION CONSTITUTE CONTRACT

The provisions of this Resolution shall constitute a contract between the District and the
holders of the 2005 Bonds herein authorized and any parity bonds herein permitted to be issued,
and after the issuance of any of the 2005 Bonds, no change, variation or alteration of any kind of
the provisions of this Resolution shall be made in any manner without the written consent of the
holder or holders of the 2005 Bonds, except as herein provided, until such time as all of the 2005
Bonds and parity bonds issued hereunder, and the interest thereon, have been paid in full.

SECTION 11

STATUTORY MORTGAGE LIEN ACKNOWLEDGED

A statutory mortgage lien upon the System, together with all appurtenances and additions
thereto and extensions thereof, and including the revenues thereof, is granted and created by
Section 106.080 of the Kentucky Revised Statutes for the benefit and protection of the holders of
the 2005 Bonds issued and parity bonds permitted to be issued under authority of this Resolution,
and previously issued and outstanding parity bonds, and of the interest payable thereon; and said
statutory mortgage lien is hereby recognized and shall be effective upon delivery of any of the
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2005 Bonds and shall continue in full force and effect so long as there shall remain unpaid any
part of the principal of or interest on the 2005 Bonds and any parity bonds.

SECTION 12

TAX COVENANTS AND REPRESENTATIONS

(A) The District certifies, covenants and agrees that the Project will be constructed
expeditiously and the expenditure of the portion of the proceeds of the 2005 Bonds deposited in
the Construction Fund for the payment of the costs of the Project will be made promptly in order
that the Project will be completed and in operation at the earliest possible date. The District
further certifies and covenants with the holders of the 2005 Bonds that so long as any of the 2005
Bonds remain outstanding, moneys on deposit in any fund or account in connection with the 2005
Bonds, whether or not such moneys were derived from the proceeds of the sale of the 2005 Bonds
or from any other sources, will not be invested or used in a manner which will cause the 2005
Bonds to be "arbitrage bonds" within the meaning of Sections 103(b)(2) and 148 of the Internal
Revenue Code of 1986, as amended (the "Code"), and any lawful regulations promulgated or
proposed thereunder, as the same presently exist, or may from time to time hereafter be amended,
supplemented or revised. The Chairman and/or Secretary as the officers of the District charged
with the responsibility for issuing the 2005 Bonds, are authorized and directed, for and on behalf
of the District, to execute all papers, documents, certificates and other instruments that may be
required for evidencing compliance with federal "arbitrage bond" regulations, and any
representations and certifications contained in such papers, documents, certificates and other
instruments so executed shall be deemed to constitute representations and certifications of the
District.

(B) The District further represents, warrants, agrees, covenants and certifies as follows:

(1) Within the meaning of Section 141 of the Code and the Income Tax Regulations issued
thereunder, over the term of the 2005 Bonds (i) less than 10% of the proceeds of the 2005 Bonds,
if any, will be applied for any private business use, and the payment of principal of or interest on
less than 10% of the amount of the 2005 Bonds, if any, will be secured directly or indirectly by
any interest in property used for a private business use, or payments in respect of such property, or
will be derived directly or indirectly from payments (whether or not to the District) in respect of
such property; (i) at least 90% of the proceeds of the 2005 Bonds will be applied for a
governmental use of the District; (iii) any private business use of the facilities financed by the
2005 Bonds will be related to such governmental use of the District and will not be unrelated or
disproportionate; and (iv) none of the proceeds of the 2005 Bonds will be used, directly or
indirectly, to make or finance loans to private persons. It is reasonably expected that over the term
of the 2005 Bonds (a) the facilities financed by the 2005 Bonds will be available for general
public use, in that it will be reasonably available for use by natural persons not engaged in a trade
or business on the same basis as any other person or entity, (b) no government person will have
any special legal entitlement to use the facilities financed by the 2005 Bonds and (c) there will be
no direct or indirect payment made with respect to the facilities financed by the 2005 Bonds or the
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security of the 2005 Bonds by any persons or entities other than payment by the general public as
described in clause (a) above.

(11) It is reasonably expected that during the term of the 2005 Bonds the facilities financed
by the 2005 Bonds will not be disposed of; provided, however, should there be any disposition of
any personal property constituting a part of the facilities financed by the 2005 Bonds because it is
no longer suitable for its governmental purpose, it is reasonably expected that the fair market
value of such personal property will not exceed 25% of its costs.

(iii) The weighted average maturity of the 2005 Bonds does not exceed 120% of the
weighted average useful life of the facilities comprising the facilities financed by the 2005 Bonds.

(iv) The District will not use or permit the use of any of the funds provided by the 2005
Bonds in such a manner as to, or take or omit to take any action which would, impair the
exclusion from gross income for federal income tax purposes of interest on the 2005 Bonds. The
District shall at all times do and perform all acts and things permitted by law and necessary or
desirable in order to assure that interest paid by the District on the 2005 Bonds shall, for the
purposes of federal income taxation, be excludable from gross income.

(v) Within the meaning of Section 148(f)(4)(B) of the Code, it is reasonably expected at
least 75% of the net proceeds (including investment proceeds) of the 2005 Bonds will be used for
construction expenditures with respect to property which is owned by a governmental unit, at least
10% of such proceeds will be spent for the governmental purposes of the issue within six months
from the date the 2005 Bonds are issued, at least 45% of such proceeds will be spent for such
purposes within one year from such date, at least 75% of such proceeds will be spent for such
purposes within eighteen months from such date, and at least 100% of such proceeds will be spent
within two years from such date. If for any reason the arbitrage rebate requirements of Section
148(%) of the Code should be deemed to apply to the 2005 Bonds, the District will take all action
necessary to comply therewith.

(vi) The 2005 Bonds are not federally guaranteed within the meaning of Section 149(b) of
the Code.

(vii) The District will comply with the information reporting requirements of Section
149(e) of the Code.

(viii) This Resolution is intended to and does constitute, in part, a declaration of official
intent under applicable Income Tax Regulations.
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SECTION 13

SEVERABILITY CLAUSE

If any section, paragraph, clause or provision of this Resolution shall be held invalid, the
invalidity of such section, paragraph, clause or provision shall not affect any of the remaining
provisions of this Resolution.

SECTION 14

REPEAL OF INCONSISTENT PROVISIONS

All resolutions and orders, or parts thereof, in conflict with the provisions of this
Resolution are, to the extent of such conflict, hereby repealed.

SECTION 15

WHEN RESOLUTION EFFECTIVE

This Resolution shall be in full force and effect from and after its adoption, approval and
attestation as provided by law.

ADOPTED BY THE COMMISSION OF THE SOUTH ANDERSON WATER
DISTRICT, ANDERSON COUNTY, KENTUCKY, at a meeting held on the  day of
, 2005, on the same occasion signed by the Chairman, attested by the
Secretary, and declared to be in full force and effect.

Chairman of the Commission

Attest:

Secretary
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Certification

The undersigned, Secretary of the Commission of South Anderson Water District,
Anderson County, Kentucky, hereby certifies that the foregoing is a true, complete and correct
copy of a Resolution adopted by the Commission at a properly convened meeting of the
Commission of said District held on the  day of , 2005, signed by the
Chairman thereof, and attested under seal by me as Secretary, as shown by the official records in
my custody and under my control.

WITNESS my hand this day of , 2005.

Secretary
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United States Departmant of Agricuiture
Rural Davelopment

Kentucky Stata Cffice
August 19, 2005

Mr. Robert Kincer, Chairman
South Anderson Water District
P.O. Box 16

Lawrenceburg, Kentucky 40342

Re:  Letter of Conditions Dated June 18, 2004
Dear Mr. Kincer:

This letter shall serve as Amendment No. 1 to the Letter of Conditions dated June 18, 2004, The
purpose of this amendment is to revise the rates and charges

Paragraph numbered “24” is revised to read as follows:

“ 94, Rates and Charges:

Rates and charges for facilities and services rendered by the Water District must be
at least adequate to meet cost of maintaining, repairing and operating the utility
system and meeting required principal and interest payments and the required
deposits to debt service and/or depreciation reserve.

Water rates will be at least:

First 2,000 gallons@$ 16.03 - Minimum Bill.

Next 1,000 gallons @$  7.85 - per 1,000 gallons.
Next 2,000 gallons@$  6.80 - per 1,000 gallons.
Next 2,000 gallons@$  5.81 - per 1,000 gallons.
Next 3,000 gallons@$  4.77 - per 1,000 gallons.

All Over 10,000 gallons @3  4.44 - per 1,000 gallons.
Bulk Load Station Rate - 8§ 3.57 -per 1,000 gallons, ”
All other provisions of the referenced Letter of Conditions remain in full force and unchanged.

Sincerely,

M Siove

KENNETH SLONE
State Director

774 Comporate Drive « Suite 200 « Lexinglon, KY 40503
Phone: (B59) 224-7300 - Fax: (858) 224-7425 + TOD: (B58) 224-7422 « Wab: hitpi/iwww. rurdev.usts.goviky

Cammittad 1o the futura of mral communities.
“I8DA is n eyual opponrunity provider, amployar and lender.”

T file a complaint of discrimination writs USDA, Diractar, Uffice of Civit Rights, Room 328-w, Whitten Buliding, 14" and
Ingependence Avenua. SW, Washington, DG 202509410 or cell (202) 720.5084 {volee ar TDD)

g2/83
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cc:  Area Director - Shelbyville, Kentucky
Rural Development Manager - Nicholasville, Kentucky
Bluegrass ADD - Lexington, Kentucky
Ray Edelman - Lawrenceburg, Kentucky
Harper, Ferguson & Davis - Louisville, Kentucky
Kenvirons, Inc. - Frankfort, Kentucky
PSC - ATTN: Bob Amato - Frankfort, Kentucky
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United States Departmont of Agriculturo
Rural Developenent
Kentucky State Office

June 18, 2004

Mr. Robert Kincer, Chairinan
South Anderson Water District
P.O. Box 16

Lawrenceburg, Kentucky 40342

Dear Mr. Kincer:

This letter establishes conditions which must be understood and agreed to by you before further
consideration may be given to the application. The loan will be administered on behalf of the
Rural Utilities Service (RUS) by the State and Area office staff of USDA Rural Developrent.
Any changes in project cost, source of funds, scope of services or any other significant changes
in the project or applicant must be reported to and approved by USDA Rural Development, by
written amendment to this letter. Any changes not approved by Rural Development shall be
cause for discontinuing processing of the application. It should also be understood that Rural
Development is under no obligation to provide additional funds to meet an overrun in
construction costs.

This letter is not to be considered as loan approval or as a Tepresentation as to the availability of
funds. The docket may be completed on the basis of a RUS loan not to exceed $350,000, a
Department of Housing and Urban Development (HUD) Cotumunity Development Block Grant
(CDBG) of $971,600, and a Kentucky Tobacco Development Fund grant of $750,000.

If Rural Development makes the loan, the interest rate will be the lower of the rate in effect at the
time of loan approval or the rate in effect at the time of loan closing, unless the applicant
otherwise chooses. The loan will be considered approved on the date a signed copy of Form RD
1940-1, "Request for Obligation of Funds," is mailed to you.

Please complete and return the attached Form RD 1942-46, "Letter of Tutent 1o Meet
Conditions,” if you desire that further consideration be given to your application.

The "Letter of Intent to Meet Conditions” must be executed within three weeks from the date of
this letter or it becomes invalid unless a time extension is granted by Rural Development.

If the conditions set forth in this letter are not met within 240 days from the date hereof, Rural
Development reserves the right to discontinue the processing of the application.

In signing Form RD 1942-46, "Letter of Intent to Meet Conditions," you are agreeing to
complete the following as expeditiously as possible:

T71 Corporate Drive » Ruita 200 « Laxington, KV 40503
Phone: (858) 224-7900 « Fax: (858) 224-7425 » TDI: (859) 224-7422 »Webh: hitp:/Awww turdev.usda gov/ky

Gommitted to the future of tural communities.

O L T S AR IR B E R
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South Anderson Water District Page 2
1. Nuinber of Users and Their Contribution:

There shall be 2,361 water users, of which 2,121 are existing users and 240 are new users
contributing $101,700 in connection fees toward the cost of the project. The connection
fees will be collected prior to advertising for construction bids and will be placed in the
construction account at loan pre-closing, unless spent for authorized purposes prior to
loan pre-closing. The Area Director will review and autheaticate the number of users and

amount of connection fees prior to advertising for construction bids. No contribution is

required from the Water District.
Repayment Petiod:

The loan will be scheduled for repayment over a period not to exceed 40 years from the
date of the bond. Principal payment will not be deferred for a period in excess of two
years from the date of the bond. Payments will be in accordance with applicable KRS,
which requires interest to be paid semi-annually (January 1st and July 1st) and principal
will be due on or before the first of January. Rural Development may require the Water
District to adopt a supplemental payment agreement providing for monthly payments of
principal and interest so long as the bond is held or insured by RUS. Monthly payments
will be approximate amortized installments.

Recommended Repayment Method:

Payments on this loan can be made using the Preauthorized Debit (PAD) payment
method. This procedure eliminates the need for paper checks and ensures timely receipt
of RD loan payments. To initiate PAD payments, Form SF 5510, “Authorization
Agreement for Preauthorized Payments,” should be signed by the District to authorize the
electronic withdrawal of funds from your designated bank account on the exact
installment payment due date. The Area Director will furnish the necessary forms and
further guidance on the PAD procedure.

ded 1atio ve Account:

The Water District will be required to deposit $160.00 per month into a "Funded
Depreciation Reserve Account” until the account reaches $19,200. The deposits are to be
resumed any time the account falls below the $19,200.

The required monthly deposits to the Rescrve Account and required Reserve Account
levels are in addition to the requirements of the Water District’s prior bond resolutions.

The monthly deposits to the Reserve Account are required to commence with the first
month of the first full fiscal year after the facility becomes operational

Security Requirements:

A pledge of gross water revenue will be provided in the Bond Resolution. Bonds shall
rank on a parity with existing bonds, if possible. If this is not possible, the bond will be
subordinate and junior to the existing bonds, in which case the Water District will be
required to abrogate its right to issue additional bonds ranking on a parity with the
existing bonds, so long as any unpaid indebtedness remains on this bond issue.
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6. d Rights R

10.

11.

The Water District will be required to furnish satisfactory title, easements, etc., necessary
to install, maintain and operate the facility to serve the intended users. The pipelines will
be on private rights-of-way where feasible. Easements and options are to be secured

prior to advertising for construction bids.
Organization:

The Water District will be legally organized under applicable KRS which will permit
themn to perform this service, borrow and repay money.

Business Operations:

The Water District will be required to operate the system under a well-established set of
resotutions, rules and regulations. A budget must be establisbed annually and adopted by
the Water District after review by Rural Development. At no later than loan pre-closing,
the Water District will be required to furnish a prior approved rnanagement plan to
include, as a minimum, provisions for management, maintepance, meter reading,
miscellaneous services, billing, collecting, bookkeeping, making and delivering required
reports and audits.

Accounts, Records and Audits:

The Water District will be required to maintain adequate records and accounts and submit
annual budgets and year-end reports (annual audits) in accordance with subsection
1780.47 of RUS Instruction 1780 and RUS Staff Instruction. 1780-4, a copy of which is
enclosed.

Accomplish Audits for Years in Which Federal Financial Assistance is Received:

The Water District will accorplish audits in accordance with OMB Circular A-133,
during the years in which federal funds are received. The Water District will provide
copies of the audits to the Area Office and the appropriate Federal cognizant agency as
designated by OMB Circular A-133.

Insurance and Bonding:
The following insurance and bonding will be required:

A. Adequate Liability and Property Damage Insurance including vehicular coverage,
if applicable, moust be obtained and maintained by the Water District. The Water
District should obtain amounts of coverage as recommended by its attorney,
consulting engineer and/or insurance provider.

B. Worker's Compensation - The Water District will carry worker's compensation
insurance for employees in accordance with applicable state laws.
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South Anderson Water District ) Page 4

C.

Fidelity Bond - The Water District will provide Fidelity Bond Coverage for all
persons who have access to funds. Coverage may be provided either for all
individual positions or persons, or through "blanket” coverage providing
protection for all appropriate employees and/or officials. The amount of coverage
required for all RUS loans is $150,000.

Real Property Insurance - The Water District will obtain and maintain adequate
fire and extended coverage on all structures including major items of equiprent
or machinery located in the structures. The amounts of coverage should be based
on recommendations obtained by the Water District from its attorney, consulting
engineer and/or insurance provider. Subsurface lift stations do not have to be
covered except for the value of electrical and pummping equipment therein.

Flood Insurance - The Water District will obtain and maintain adequate coverage
on any facilities located in a special flood and mudslide prone areas.

12. lannin: i evelo t:

A.

The engineer should not be authorized to commence work on. final plans and
specifications until a determination has been made that the project can be planned
and constructed within the estimated cost shown in paragraph "21" of this letter.
The engineer may then proceed to develop final plans and specifications to be
completed no later than 210 days from this date, and prepare bid documents. The
Area Director is prepared to furnish the necessary guide to follow so as to keep
the project plans and documents within our guidelines and requirements. The
project should not be advertised for construction bids until all eagements and

enforceable options have been obtained, and total funds are cormmitted or
available for ject.

The following documents will be submitted to Rural Development for review and
must be concurred in by Rural Development prior to advertisement for
construction bids:

1. Final plans, specifications and bid documents.

2. Applicant's letter on efforts to encourage small business and minority-
owned business participation.

3. Legal Service Agreements.

4 Engineering Agreements.

Revision in these documents will be subject to Rural Development concurrence.
Any agreements, contracts, etc. not reviewed and approved by Rural
Development will not be eligible for payment from project funds or revenues
from facilities financed by this Agency.

Prior to receipt of an authorization to advertise for construction bids, the Water
District will obtain advance clearance from Bond Counsel regarding compliance
with KRS 424 pertaining to publishing of the advertisement for construction bids
in local newspapers and the period of time the notice is required to be published.
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13.  Compliance with Section 504 of the Rehabilitation Act of 1973:

14.

15.

16.

17.

18.

The Water District will be required to comply with Section 504 of the Rehabilitation Act
of 1973, as amended (29 U.S.C. 794), in order to make sure no handicapped individual,
solely by reason of their handicap, is excluded from participation in the use of the water
system, be denied the benefits of the water system, or be subjected to discrimination.

Closing Instructions:

The Office of General Counsel, our Regional Attorney, will be required to write closing
instructions in connection with this loan. Conditions listed therein must be met by the
Water District.

Compliance wi ia]l Laws and Regulations:

The Water District will be required to conform with any and all state and local laws and
regulations affecting this type project.

ste TAtor:

The Water District is reminded that the system operator must have an Operator's
Certificate issued by the State,

Prior to Pre-Closing the Loan, the Water District Will Be Required to Adopt:

A. Form RUS Bulletin 1780-27, "Loan Resolution (Public Bodies)."
B Form RD 400-1, "Equal Opportunity Agreement.”

C. Form RD 400-4, "Assurance Agreement.”
D

Form AD-1047, "Certification Regarding Debarment, Suspension, and Other
Responsibility Matters - Primary Covered Transaction.”

E. Form RD 1910-11, "Applicant Certification Federal Collection Policies for
Consumer or Commercial Debts."

F. RD Instruction 1940-Q, Exhibit A-1, "Certification for Contracts, Grants and
]_D ans‘ "

The Water District moust offer the opportunity for all residents in the service area to
become users of the facilities regardless of race, creed, color, religion, sex, national
origin, moarital status, physical or mental handicap or level of income.

Refinancing and Graduation Requirements:

The Water District is reminded that if at any time it shall appear to the Government that
the Water District is able to refinance the amount of the RUS indebtedness then
outstanding, in whole or in part, by obtaining a loan from commercial sources at
reasonable rates and terms, upon the request of the Government, the Water District will
apply for and accept such loan in sufficient amount to repay the Government.
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19.  Commercial Interim Financing:

20.

21.

The Water District will be required to use commercial interim financing for the project
during construction for the RUS loan portion of the financing, if available at reasonable
rates and terms.

Before the loan is closed, the Water District will be required to provide Rural
Development with staternents from the contractor, engineer and attorneys that they have
been paid to date in accordance with their contract or other agreements and, in the case of
the contractor, that he has paid his suppliers and sub-contractors.

Disb ent of Project 8t

A construction account for the purpose of disbursement of project funds (RUS) will be
established by the Water District prior to start of construction. The position of officials
entrusted with the receipt and disbursement of RUS project funds will be covered by a
"Fidelity Bond," with USDA Rural Development as Co-Obligee, in the amount of
construction funds on hand at any one time during the construction phase.

During construction, the Water District shall disburse project funds in a anner
consistent with subsection 1780.76 (€) of RUS Instruction 1780. Form RD 1924-18,
"Partial Payment Estimate,” or similar form approved by Rural Development, shall be
used for the purpose of documenting periodic construction estimates, and shall be
submitted to Rural Development for review and acceptance. Prior to disbursement of
funds by the Water District, the Board of Directors shall review and approve each

payment estimate. All bills and vouchers rust be approved by Rural Developrment prior
to payment by the Water District.

Form RD 440-11, "Estimate of Funds Needed for 30-Day Period Commencing )
will be prepared by the Water District and subritted to Rural Developruent in order that
a periodic advance of federal cash may be requested.

Monthly audits of the Water District's construction account records shall be made by
Rural Development.

Cost of Facility:

Breakdown of Costs:
Development $ 1,712,300
Land and Rights 12,000
Legal and Administrative 692,000
Engineering 193,800
Interest 15,000
Contingencies 171,200

TOTAL $ 2,173,300
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South Anderson Water District Page 7
Financing:
RUS Loan $ 350,000
Ky. Tobacco Development Fund Grant 750,000
HUD-CDBG 971,600
Applicant Contribution 101,700

22.

23.

24.

TOTAL $ 2,173,300

Debt Collection Improvement Act (D( JA) of 1996:

The Debt Collection Improvement Act (DCIA) of 1996 requires that all federal payments
after January 1, 1999, must be made by Electronic Funds Transfer/Automated Clearing
House (EFT/ACH). Borrowers receiving payments by EFT will have funds directly
deposited to a specified account at a financial institution with funds being available to the
recipient on the date of payment. The borrower should complete Form SF-3881,
“Electronic Funds Transfer Payment Enrollment Form,” for each account where funds
will be electronically received. The completed form(s) st be received by Rural
Development at least thirty (30) days prior to the first advance of funds.

Use of Remaining Project Funds:

The applicant contribution shall be considered as the first funds expended. After
providing for all authorized costs, any remaining project funds will be considered to be
HUD-CDBG/Kentucky Development Fund grant funds and refunded in proportion to
participation in the project.

ates an €s:
Rates and charges for facilities and services rendered by the Water District mmst be at
Jeast adequate to meet cost of maintaining, repairing and operating the water system and
meeting required principal and interest payments and the required deposits to debt service
and/or depreciation reserve.

Water rates will be at least:

First 2,000 gallons @ $  12.50 - Minimum Bill

Next 1,000 gallons @ § 6.10 - per 1,000 gallons.
Next 2,000 gallons @ § 5.15 - per 1,000 gallons.
Next 2,000 gallons @ $ 4.25 - per 1,000 gallons.
Next 3,000 gallons @ $ 3.30 - per 1,000 gallons.

All Over 10,000 gallons @ § 3.00 - per 1,000 gallons.
Bulk Load Station Rate $ 3.80 - Per 1,000 gallons.
Wate chase act:

The Water District will submit a Water Purchase Contract for approval by Rural
Development before advertising for construction bids. If the contract is not on Form RD
442-30, "Water Purchase Contract,” the contract will require approval by our Regional
Attorney. The contract must meet the requirements of subsection 1780.62 of RUS
Instruction 1780.
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South Anderson Water District Page 8
26. Commi t of HUD- d Ky, Tobacco Development Fund Grant Funds:

27.

28.

29.

This Letter of Conditions is issued contingent upon a firm commitment being in effect
prior to advertising for construction bids for the HUD-CDBG grant in the amount of
$971,600 and for the Kentucky Tobacco Development Fund grant in the amount of
$750,000.

Floodplain Construction:

The Water District will be required to pass and adopt a Resolution or amend its By-Laws
whereby the Water District will deny any water service to any future customer wishing to
build on or develop property located within a designated floodplain. If a customer or
developer requests service for construction in a designated floodplain, the custorger or
developer must provide evidence and a justification for approval by the Water District
and Rural Development officials that there are no other alternatives to construction or
development within the designated floodplain. The community must be a participant in
the National Flood Insurance Program (NFIP) and the customer or developer must obtain
the required pexmits prior to the tap on restrictions being waived.

Mijtigation Measures:

A. The project shall be in compliance with all requirements noted in the Kentucky
Department for Local Government letter dated April 14, 2004, from Mr. Ronald
A. Cook, Managet.

B. The design and construction shall be in compliance with the requirements of the
U.S. Fish and Wildlife Service as requested by letter dated Jupe 8, 2004, and
signed by Virgil Lee Andrews, Jr., Field Supervisor.

C. The line design and construction shall be accomplished in a way that will leave
flood plains and farmland without affect after construction is conplete. The
Army Corps of Engineers Nationwide Permit No. 12 applies to all floodplain and
wetland utility line construction.

D. The design and construction shall be in compliance with all local, state and
federal envirommental statutes, regulations and executive orders applicable to the

project.
Fina] Approval Conditions:

Final approval of this assistance will depend on your willingness, with the assistance of all
your co-workers, to meet the conditions of this fetter in an orderly and systematic manner.
Then too, final approval will depend on funds being available.
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If you desire to proceed with your application, the Area Director will allot a reasonable portion
of time to provide guidance in application processing,

Sincerely,

M%&YM—:

KENNETH SLONE
State Director

Enclosures

ce: Area Director - Shelbyville, Kentucky
Rural Development Manager - Nicholasville, Kentucky
Bluegrass ADD - Lexington, Kentucky
Ray Edelman - Lawrenceburg, Kentucky
Harper, Ferguson & Davis - Louisville, Kentucky
Kenvirons, Inc. - Frankfort, Kentucky
PSC - ATTN: Bob Amato - Frankfort, Kentucky
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~ ural
‘ Development
United States Departmant of Agriculture

Rural hovelopment
Kentucky Stale Office

June 30, 2005

At William W, Davis
Ouden, Newell & Welch
1700 PNC Plaza

500 West Jelferson Sireet
{ouisville, Y 40202-2874

Re: South Anderson Waler District
£350,000 Bond fssue

Dyear Mr. Daviat

Wo are enclosing the Maturity Sehedulc for the referenced Bond Tssue. The required deposits to the
Funded Depreciation Reserve Account are $160.00 per month with a required level of $19,200. The
Rural Developimaent loan o $350,000 was approved at an intercst rate ol 4.375%,

We arc allempling to obiuin the Regional Attorney's Closing Instructions at an earlicr date in an cffort
W avoid delays in seheduling bond sales and pre-closing, Hopcfully, you will be able to draft the bond
anthorizing documents at such a time to coincide with the Advertisement for Construction Bids. We
plan 10 request Closing Instructions at the same time we anthorize the Water District to advertise for
construction bids.

Please provide this office with one copy of the proposed documents and forward one copy to the Rural
Development Area Office.

Please let us kuow il you have any questions.
Sincerely,

A

Zj/dﬁm( 6/fé;wW~
o~ K INNITTI SLONE
State Dircetor

Iinelosare

ce; Arca Dircelor - Shelbyville, Kentueky
Kenvirons, Inc. - Frankfort, Kenlucky

771 Corporale Drive + Suite 200 « Lexinglon, KY 40503
Phono {59) 224-7300 » Fax: (859) 224-7425 + T (869) 224-T4232 » Web: hitp:/iwww.rurdev usda.goviky

Commilled o tha fulure of rural communities.
“USDA is an aqual oppartunity provider, employer and lender.”

To file o canplainl of discrimination wite USDA, Diector, Olfice ol Civit Rights, Room 326-W, Whitlen Building, 14" and
Indepandencs Avenug, SW, Washingtan, DC 202509410 ar call (202) 720-5004 (voice ar TDD).
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RURAL UTILITIES SERVICE
BOND SCHEDULE, 6/30/2005

FAX NO. 8592247344

P. 02
Page 1 of 1

CrrmirgdSug Nowrst e Ervreretin

RUS

Name of Barrower: South Anderson Water District

Amount of Loan 350000 Annual nterest Rate 0.04375
Number of Initial Interest Only 9 Number of principal and/or Interest 40
Payments Payments
Paymenl Frequency Annual This is a split payment bond. false
Principal Payment Unils 500 Interest Payment Units 1

YEAR | PERIOD | NUMBER | PAYMENT | INTEREST PRINCIPAL BALANCE
2006 ! ! 15313 15313 0 350000
2007 [ 2 153]3 15313 0 350000
2008 { 3 18813 15313 3500 346500
2009 1 4 10160 15160 4000 342500
2010 1 5 18985 14985 4000 338500
201 1 ! 6 18810 14810 4000 334500
2012 | 7 19135 14635 4500 330000
2013 | 8 18038 14438 4500 325500
2014 ! V) 19241 1424} 5000 320500
2013 | 10 19022 14022 5000 315500
2016 | 11 19304 13804 5500 310000
2017 1 12 19063 13563 5500 304500
2018 { {3 18822 13322 5500 299000
2019 | 14 19082 13082 6000 293000
2020 { (5 14819 12819 6000 287000
207 | $ 16 19057 12557 6500 280500
2022 | 17 19272 12272 7000 273500
10023 | 18 18966 11966 7000 266500
2024 | 10 19160 11660 7500 259000
2075 | 20 18832 11332 7500 251500
2020 | 21 19004 11004 8000 243500
2027 | 2% 19154 10654 8500 235000
2028 | 23 19282 10282 9000 226000
2029 I 24 18888 9888 9000 217000
2030 | 25 18994 0494 9500 207500
203 } | 6 19079 0079 10000 197500
2032 | by 19141 8641 10500 187000
2033 i 28 19182 8182 11000 176000
2034 l 20 19200 7700 11500 164500
2035 | 10 19197 7197 12000 152500
036 1 3| 19172 6672 12500 140000
2037 | 1) 19125 6125 13000 127000
2038 1 53 19037 5557 13500 113500
2030 [ 34 18966 966 14000 99500
2040 I 35 18854 4354 14500 85000
204 | | 30 19219 3719 15500 69500
10472 ] 37 19041 3041 16000 53500
2043 I iR 18841 2341 16500 37000
2044 ] 30 19119 1619 17500 19500
2045 | 10 20354 854 19500 0
TOVALS 755976 405976 350000

hip://199.128.84.20/hond/BondScheduler. htm
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